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Problems and Conflicts over 
Land Ownership in Bolivia* 
By RONALD JAMES CLARK ** 


Current land disputes between Bolivian landholders illus- 
trate the type of problems which arise when the rate of land 
redistribution to peasants exceeds the capacity of the govern- 
ment to officially sanction such redistribution by delineating 
boundaries and by distributing and enforcing land titles. 


This paper examines two general types of conflict that have 
resulted from the delay in affording legal title to peasant hold- 
ings created by the 1953 land reform. The first kind of con- 
flict arises between displaced landlords and the new owners. 


* Research for this paper was done in Bolivia during 1966 within 
the framework of a larger project—an evaluation of the Bolivian land 
reform experience and an analysis of present problems—which has 
been undertaken jointly by the Land Tenure Center of the University 
of Wisconsin, the Inter-American Committee for Agricultural Develop- 
ment, and USAID Bolivia. The Land Tenure Center is financed by a 
regional contract with AID Washington. Of course, none of the opin- 
ions, interpretations, or conclusions is necessarily endorsed by these 
organizations. Data for this paper have been gathered by the author 
and by others, especially Katherine Barnes, in ten different regional 
field sites where case studies have been or are being carried out, and 
from interviews with agrarian judges, lawyers, peasant union leaders 
and members, and landlords during many short trips to various areas 
of Bolivia. All interviews were unstructured and no attempt is being 
made here to analyze the relative importance of the problems or con- 
ditions presented. The major purpose is to show that these conditions 
do exist. The author would like to impress upon the reader, however, 
that under no circumstances should the conditions presented here be 
taken as a general criticism of the social, political, and economic legacy 
of the Bolivian Revolution of 1952 or of the effects of the Land Reform 
of 1953. 

** Assistant Professor, Department of Agricultural Economics, Uni- 
versity of Wisconsin, Madison, Wisconsin. Appreciation is expressed 
to those who have generously given their time to review the manuscript 
and for their many helpful comments. 
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Problems of this type occur: 1) when landlords intimidate 
peasants in order to retain title to, obtain payment for, or 
reassert traditional labor arrangements on part or all of their 
former holdings; 2) when peasant unions employ pressure 
tactics to intimidate landlords and force them to abandon or 
sell their lands; and 3) when peasants and landlords attempt 
to work out compromise arrangements. 


The second general type of conflict arises between new 
peasant owners, including such problems as: 1) land-grab- 
bing by more powerful peasants; 2) competing claims to the 
land of deceased peasants, often based on emotional ties to 
the land; 3) disputes involving subdivision of individual and 
common lands: 4) competition between claims based on tra- 
dition and claims based on legal title; and 5) intimidation by 
peasant leaders and government officials. 


The Bolivian Land Reform of 1953. Before examining 
these two areas of conflict, it is necessary to survey some 
aspects of the Bolivian Land Reform of 1953, especially the 
governmental structures established to implement it. 

Before 1953 the land ownership structure in Bolivia was 
characterized by large extensions of land held by a few, with 
tenure and labor relations similar to those of feudalism. With 
the Bolivian Revolution of 1952 and the Land Reform Law 
of 1953, the Bolivian government began to redistribute the 
large landholdings to the mass of peasants. A general objec- 
tive of land reform was to restructure social, political, and 
economic relations between landlords and tenants. 


The Revolution of 1952 brought many social and political 
changes in the countryside including enfranchisement of the 
rural population, a rural education program, and formation 
of peasant unions. These measures were necessary to protect 
the interests of newly emancipated peasants, to carry out 
the land reform, to create a political base for the new govern- 
ment, and to provide peasant communities with some mini- 
mum of organization after the departure of the landlords 
and their administrators. Peasant unions and land reform 
combined to deprive the landholding class of the political, 
social, and economic prerogatives which it had enjoyed be- 
fore 1952. 


Land reform was carried out quickly in the sense that un. 
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paid personal and farm labor obligations to landlords were 
ended almost immediately. In addition, in some areas peas- 
ants took immediate possession of land by means of invasion. 
Generally, however, peasants did not take over the land until 
after the Land Reform Law passed and landlords began to 
flee the countryside. The most immediate result of these 
actions was that an estimated 400,000 peasant families be- 
came owner operators of their own farms in a very short 
period of time. 


Quite naturally, there was a good deal of contusion over 
the legal status of the holdings of the peasants and the ex- 
landlords. The 1953 law was not followed up with vigorous 
programs to clarify and enforce its provisions, and, as a result, 
the confusion persists.'. Conflicts between peasants and for- 
mer landlords, and among peasants themselves, are common. 


The state is the only entity with the power to maintain order 
and to define and enforce rights, duties. and obligations in- 
volved in exploiting the land. These governmental functions 
are even more important, but obviously more difficult to en- 
force, in a situation where there has been an abrupt break 
with tradition. Bolivia’s revolution and massive land redis- 
tribution called for an immediate redefinition and institution- 
alization of property rights. The situation also demanded new 
legal institutions and topographic services to implement the 
reform law as quickly and as orderly as possible to minimize 


1 This does not mean the Bolivian government has not ratified rights 
to land by distributing some titles. Since 1953, 185,000 peasant families 
have received 263,000 individual and collective titles (titles to land 
now held in common by the communities) to approximately 3.8 million 
hectares of cultivable land, in addition to pasture lands and lands for 
school areas. However, the process has been slow and erratic, and 
what has been accomplished to date represents only 45 percent of the 
peasant families who have been affected by the land reform and who 
should have received titles. Also, of the 15,322 cases of expropriation 
initiated to date, only 7,322 have been completed in the 14 years since 
the Land Reform Law was passed. Most of the remaining cases have 
averaged eight to ten years since the process of expropriation was initi- 
ated and are still not resolved completely with titles distributed to the 
peasants involved. Besides the 8,000 pending cases of expropriation, 
there are an estimated 2.000 cases which have not been initiated. The 
majority of cases of expropriation of large landholdings has not been 
resolved to date, and the majority of peasant families (estimated at 
200,000) who did not live in freeholding communities before 1952 
and of peasant unions are still involved in these cases. 
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conflicts over land. The new government, unfortunately, did 
not have the resources to carry out these functions immedi- 
ately after the Revolution of 1952. 


Conflicts Between Peasants and Ex-landlords 


Before the Revolution of 1952, landlords’ rights to land and 
the labor services of their tenants were nearly absolute. Any 
conflicts among peasants over land on a large estate were set- 
tled by the landlord or his administrator. Conflicts among 
landlords themselves were infrequent, but when they did 
occur they were resolved by the landlords or taken to court. 
Such procedures, both customary and legal, for resolving con- 
flicts over land were essentially abolished with the promulga- 
tion of the Land Reform Law of 1953 and the exodus of land- 
lords from rural areas. The state was not capable of imme- 
diately applying the new legally prescribed procedures, thus 
giving rise to conflicts over land between peasants and ex- 
landords. 


Intimidation by Ex-landlords. Many current land conflicts 
between peasants and ex-landlords have arisen because of 
confusion and inefficiency in the expropriation process, especi- 
ally in the implementation of the provisions of the law that 
allows landlords to retain portions of their former holdings.’ 
Twenty to 25 percent of landholdings were declared lati- 
fundia, and expropriated in their entirety.* All remaining 
landholdings were declared small- or medium-sized proper- 
ties, and a few were declared agricultural enterprises or co- 
operatives. In either of the latter cases owners kept substan- 
tial portions of the lands they worked before 1953. Major con- 
flicts have arisen on these properties. 


In many situations peasants harbor resentment and feel 
very insecure vis-a-vis the landlord. They remember the power 


2See Joseph R. Thome, “Problems Which Obstruct the Process of 
Title Distribution Under the Bolivian Agrarian Reform,” (report pre- 
pared under contract for USAID Bolivia), January 1967. 


3 This 20 to 25 percent figure is an estimate for the country as a 
whole, based only on a partial analysis of the data available. In the 
Department of La Paz, where data are more complete and where most 
of the larger landholdings were found, only 21 percent of the proper- 
ties which have terminated the expropriation process were declared 


latifundia. 
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of the landlord in the pre-reform period, and many fear that 
he will be able to take their lands because they do not yet 
have clear title.‘ 


Landlords often exploit and foster this uncertainty by threat- 
ening to repossess their land and by telling the peasants they 
will never get titles, especially now that ex-President Paz 
Estenssoro is out of power. In a few cases landlords have dis- 
guised peasants and urban residents as soldiers or police and 
sent them to demand payment for land to which they no 
longer have legal rights. Sometimes the peasants, confused 
and bewildered after waiting so long for land titles, are will- 
ing to agree to almost anything. As a result, some peasants 
have purchased their own land—sometimes at inflated prices 
—in search of the security that a vigorous program of title 
distribution and enforcement could have provided. 


Landlords have actually reassumed control of all or a part 
of their lands in some areas where peasant unions are not 
strong.® They do this either by going there themselves, or 
by sending their sons, lawyers, administrators, or other rep- 
resentatives. It is difficult to say how common this is, but 
it has occurred particularly in regions where landlords lived 
on or near their farms before the land reform. In some areas 
landlords remained in the same towns after the land reform, 
waiting for the chance to re-establish control over their land. 
Re-occupation has taken place even on some landholdings 
which were declared latifundia, where supposedly the land- 
lord lost all his land and had no legal right to return or re- 
establish any control whatsoever over the land. Generally, 
landlords have not dared to reoccupy their former holdings in 
areas where peasant unions are strong. 


Reassertion of landlord prerogatives has been facilitated 
by several factors. One was the change of government in 
Bolivia in November 1964, which raised a new set of expecta- 


4 This problem is found in all the study areas and generally through- 
out Bolivia. 


5 Landlords who still have lands have organized and have published 
their ideas on what the Government of Bolivia ought to do to reestablish 
“order” in the countryside. Commonly called for are the dissolution 
of peasant unions, the return of lands to their owners, and disarma- 
ment of peasants. Not one has called for a more rapid title distribu- 
tion program. 
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tions among landlords. Many believed it represented the long 
awaited counterrevolution. Even though such was not in- 
tended to be the case, many landlords began to re-establish 
contacts with their landholdings, especially in those cases 
where they had legal rights to do so. This has taken place in 
spite of the fact that the present government has pledged its 
support of the land reform and its continuation.° 


In most cases where landlords have been able to repossess 
land, they have worked through older peasants, that is, those 
who grew up and worked as serfs under the landlord before 
land reform. In these cases the older people, especially where 
the peasant union is weak or the community divided, think 
primarily of two things when the landlord reappears: 1) the 
power he once wielded, and 2) the rumor that once Paz 
Estenssoro was out, the peasants would lose the lands. Re- 
membering the pre-reform period and especially the domina- 
tion of the landlord, the older people of many communities 
revert to traditional loyalties. They know no other way to 
respond to the landlord; they have- been unable to change 
their ways of thinking rapidly enough to accommodate them- 
selves to their new legally prescribed emancipation from the 
landlord. 


Many landlords have maintained ties with their former 
serfs. For example, they may continue to finance in part 
or appear at the traditional fiesta, or they may become god- 
fathers of peasants’ children, loan money to peasants, or buy 
agricultural produce from them. These types of relations 
are especially common where landlords have been left with a 
part of their former holdings and where they live on or near 
their farms. 


Some landlords, especially the ex-owners of latifundia, have 
returned to their holdings to try to persuade peasants that 
they should give up the expropriation process. They point 
out that the process already has taken eight, ten, or twelve 
years, that peasants have paid large sums of money to topog- 
raphers and agrarian judges, and that they have made numer- 


8 See especially the following Government Decrees: 06949 (Novem- 
ber 5, 1964), 07005 (December 22, 1964), 07033 (January 24, 1965), 
07046 (January 30, 1965), 07189 (May 24, 1965), 07260 (August 2, 
1965), 07442 (March 20, 1966). 
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ous expensive trips to departmental capitals without much 
progress. If the community as a whole, or even a part of it, 
can be convinced of the futility of continuing the expropria- 
tion process, landlords, most of the time working through 
peasant union leaders, usually offer the peasants several al- 
ternatives. 


One is to work the land on a sharecropping basis. Share- 
cropping per se is not illegal if the landlord shares the crop 
evenly with peasants when the landlord furnishes the land, 
tools, and seed. If peasants furnish the tools and labor, they 
are entitled to 60 percent. However, on expropriated proper- 
ties sharecropping arrangements are obviously illegal. Another 
alternative is for the landlord to offer the peasants a wage. 
Under the wage arrangement the landlord must furnish all 
other inputs such as seed, tools, and animals. Peasant bene- 
fits under this system are sometimes undermined by a profit- 
seeking peasant union leader who negotiates with the land- 
lord to establish the daily wage and then pressures peasants 
to work for less. The difference is collected by the union, 
supposedly for community development projects. In not all 
of these cases is the difference appropriated by the peasant 
union leader. 


Still another alternative offered the peasants by landlords 
is a work contract stipulating the number of days, hours and 
number of peasants who will work for the landlord. Especi- 
ally in areas where peasant labor is not abundant, landlords 
have used peasant union leaders, land sales, and even visits 
of “government officials” to try to persuade peasants to sign 
work contracts. Peasants are reluctant to do this if they have 
sufficient land to keep them employed, and because of past 
experiences with such contracts: the landlords not meeting 
the stipulated minimum wage, not covering expenses of acci- 
dents, and that the work requirements contracted for usually 
fall in the same period when peasants want to work their own 
lands most intensively. In the areas where land resources 
are scarce, peasants try not to let the landlord return to his 
lands. 


In some fertile irrigated areas, landlords have used a com- 
bination of rewards and pressures to obligate peasants to work 
for them. A typical pattern is for the landlord to sell some 
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land to peasants, then, by intimidating a weak union, or buy- 
ing off union leaders, to oblige these peasants to work on 
his remaining land one day a week for a very low wage. The 
landlords resort to this as a means of obtaining labor. Be- 
cause of the scarcity of land in these areas peasants are will- 
ing to agree to this arrangement. 


On many occasions ex-landlords have told peasants that 
land titles they have received are worthless without the ex- 
landlord’s signature. As a result, it is common for peasants 
to go to their former landlords to get them to sign their titles; 
this occurs even though the President of the Republic has 
already signed them. The peasants would feel more secure 
if the landlord would sign the title. Before 1964, peasants also 
wanted the landlord’s signature because they felt this would 
help them keep their lands if the government should change. 
It is doubtful that any landlords have actually signed titles, 
but this does not keep them from using this as leverage to deal 
with peasants on an individual or community basis in trying 
to secure payment for their former holdings. 


Intimidation by Peasants. In many cases peasants will not 
permit the landlord to return to his lands, work them, sell 
them, or even to reclaim articles from his house. In several 
areas of Bolivia, but especially in Cochabamba, there are 
cases where, although boundaries between peasants and land- 
lords have been established and titles have been distributed, 
the landlord is kept out by powerful peasant unions. These 
unions hope the landlowner will eventually lose interest in 
his land and never return. In these areas power of local and 
regional peasant union leaders surpasses that of the state, 
making it impossible or politically inexpedient for the govern- 
ment to enforce the legal rights of the landlords. 


In other cases peasant union leaders will not allow their 
members to work for the landlord, nor will they allow the 
landlord to bring in outside labor. They fear that by allow- 
ing the landlord to import labor they may lose potential op- 
portunities to buy the landlord’s lands.’ 


As a result of these pressures, some landlords have aban- 
7 This problem is common throughout Bolivia, found in all the case 


study areas, but especially in the Departments of Cochabamba, La 
Paz, and Potosi (in order of frequency). 





PROBLEMS AND CONFLICTS ty 


doned their lands, and these have been occupied by individual 
peasant families or, more commonly, by peasant unions. This 
pattern of taking over abandoned land is especially common 
in areas with high population pressure. To justify these in- 
vasions the peasants repeat the slogan made popular during 
the revolution: “The land is for those who work it.” 


In areas where the peasant unions are strongest, such as 
La Paz and Cochabamba, offers of sale of land by landlords 
to peasants have been refused outright by peasant union lead- 
ers in a move designed to discourage the landholder and to 
get him to abandon it. This occurs even though individual 
families within the union may want to buy part of the land, 
and peasant families already may be settled on it and recog- 
nize the landlord’s rights to it. In such cases there is still 
little hope for a sale as long as the peasant union and/or its 
leader remain as strong as they are presently.® 


Problems of Compromise. In some cases both landlords 
and peasants have waited so long for clarification of their 
rights that they have given up hope for legal sanction. When 
this happens, the parties abandon the formal process and 
attempt to reach an informal agreement. This sometimes 
happens even when the landholding has been declared a lati- 
fundium, in which case the landlord has no rights to any 
land. In such cases the peasants are so insecure in their 
present situation that they are willing to pay the landlord for 
what is no longer his in order to decrease the possibilities that 
he will try to return.’® 


8 Such cases have not been found where peasant unions are weak, 
for example in relatively isolated areas in northeast La Paz, Tarija, 
Sucre, and parts of Potosi. 


® While individual cases of this were found in all the study areas, 
one case was particularly impressive. A regional peasant union leader, 
frustrated with the process of expropriation, convinced the leaders of 
at least 25 local peasant unions that they should give up cooperating 
with the National Agrarian Reform Service and make their own ar- 
rangements with their landlords. Even though a majority of the 25 
had been declared as latifundia, the peasants went ahead, paying the 
landlords for all the lands they received, notarizing the transactions, 
and registering them with the government (Oficina de Derechos Reales). 
After this, all contact with the National Agrarian Reform Service 
was dropped. When these sales take place there is no mention of 
boundaries, and less seldom is the quantity of land sold specified. 


10 When landlords sell land to which peasants are awaiting title, 
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Some progress is being made in resolving conflict through 
voluntary sales. It is becoming more common for union 
leaders and members to buy the lands remaining to landlords 
on the basis of mutual agreement. This usually takes place 
after both parties have clear titles, although it sometimes oc- 
curs before titles are issued but after the boundaries have 
been set for the landlord’s share. 


These sales must be approved by the National Agrarian Re- 
form Service which verifies ownership and sees to it that 
the price is “fair.” If the sale is not approved it has no legal 
validity. Nevertheless, extra-legal sales are quite common, 
especially in areas of population pressure. Landlords, in order 
to sell while they have the opportunity, willingly enter into 
such extra-legai sales.'' In these cases, when peasants finally 
receive titles they usually do not correspond to the actual 
land distribution in the community for the titles do not include 
the lands acquired via unauthorized sales. The titles are out 
of date and cannot be brought up to date because the land- 
lord’s sale of land was not approved: 


Despite the slowness of the land expropriation process and 
ratification of peasant rights to land, generally it can be said 
that the change which Bolivia undertook to carry out in 1953 
by expropriating and distributing lands has been accom- 
plished. No longer do a few landlords control the destinies 
of the mass of peasant families, and no longer do they enjoy 


they are being indemnified for what they lost with the land reform, 
receiving compensation over and above that contemplated by the law 
and by the original plans of the government. 


11 These cases are frequent and have been found in all the Depart- 
ments of Bolivia except the tropical lowlands (Beni, Pando, and Santa 
Cruz). In spite of their extra-legal nature, these sales appear to work 
very well—and perhaps should be legalized in cases where the land- 
lord has no interest in returning to the land, especially if the peasants 
already occupy part or all the land. Also, the National Agrarian Re- 
form Service probably should approve all the land transfers if the two 
parties involved are in agreement and if no coercion is involved. Of 
course, when these sales are made one of the original objectives of 
the land reform law is not being realized; that is, to preserve some 
large farms. However, in cases where landlords have no interest in 
working their lands, subdivision and use of the land by peasants is 
more productive than allowing it to remain idle or to be worked under 
the traditional, unproductive tenure arrangements involving peasants 
and landlords. 
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to the same extent the social, political, and economic preroga- 
tives which accrued to them before from the ownership of 
land. However, because of difficulty in changing attitudes of 
older peasant families and landlords toward each other, and 
because peasant land rights have not been ratified by rapid 
title distribution and enforcement, conflicts over land and 
general insecurity vis-a-vis the land of peasants and landlords 
alike are still very common.’ 


Problems and Conflicts Among Peasants ** 


Conflicts among the peasants themselves are also frequent, 
especially on latifundia where peasants received rights to all 
the land of the landlord. The most frequent source of con- 
flict is subdivision of the land previously cultivated by the 
landlord. 


Land-grabbing. In many cases the more powerful peasant 
families, usually those who had more land under the land- 
lord, have commandeered larger parcels than they are al- 
lowed by the Land Reform Law, which states that these lands 
should be used to equalize holdings of all peasant families. 
In the absence of a more rapid program of distributing lands 
and formalizing individual peasant rights, the de facto land 
distribution has been sanctioned by the community, but at 
the price of dissension and conflict within the peasant com- 
munity. 


Competition for Inheritances. Conflicts also arise over the 
land of deceased peasants. When a head of a peasant family 
dies, other families lay claim to the land, pointing out that 
at some time in the past they had worked the land under 
the old system when the landlord was present, or even before. 
If all peasant families had been fully informed immediately 
after 1952 that they could, in accordance with the law, claim 


12 Data do not exist to demonstrate whether peasant abuses of land- 
lords or landlord abuses of their former serfs are more common today 
in Bolivia. However, on the basis of field work done to date it is the 
impression of the author that the latter are not only more common, 
but also more important in terms of delaying the social, political, and 
economic change that was envisioned as the outcome of redistributing 
land. 

13 All of the problems and conflicts discussed in this section are 
common to all the study areas. 
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only those lands they were working when the Land Reform 
Law was passed, these conflicts between families would have 
been minimized. 


Subdivision of Individual and Common Lands. Most land 
presently held in common by peasants on former large land- 
holdings was either land previously worked directly by the 
landlord or pasture land left to the community as a whole for 
cooperative use. Since 1953 subdivision of common lands 
has taken place primarily as a result of an increase in popu- 
lation. 


Heads of families, elders, and peasant union leaders often 
have agreed to distribute individual rights to common lands 
to newly formed landless families. This is always a com- 
munity decision and enforcement is carried out by the com- 
munity. Subdivision of common lands, especially arable lands, 
reflects the peasants’ recognition of the lack of alternative 
employment opportunities for the new families, and it also 
indicates that they prefer not to work these lands “in com- 
mon” or “cooperatively,” contrary to the hopes of those who 
drafted the Land Reform Law. 


Where there is not enough common land for allotments to 
new families, individual holdings are subdivided. It is cus- 
tomary for fathers to give each married son a parcel of land. 
This custom also reflects the lack of alternative opportunities 
outside of subsistence agriculture. In a futile attempt to avoid 
such successive fragmentation of land, the Bolivian National 
Agrarian Reform Service forbids subdivision of individual or 
common lands. 


Traditional vs. Legal Title. As a result of the above cases 
of land-grabbing, competition for inheritances, and subdivi- 
sion of individual and common lands, a few communities 
have refused to accept titles when they were finally issued 
because they did not reflect the de facto distribution of land 
within the community. Under present agrarian legislation 
thete is no way the peasant community can bring the titles 
up to date. The community finds itself faced with a legal 
impasse for which no solution exists as yet. 


Most communities and peasants accept titles, no matter 
how outdated they may be, because titles have a psychological 
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value to peasants. Receipt of a title demonstrates to peasants 
that the land reform process has ended, that to some extent 
they no longer have to worry about losing their land, and 
that they have less to fear from their former landlords. 


Generally, because of the slowness of the land reform and 
title distribution process, one finds that in some areas families 
and communities, instead of being able to rely upon legally 
sanctioned land titles, are reverting to customary procedures, 
enforced by the community, for granting peasant families 
access to land. This has been the only alternative open to 
many communities during the 14 years since the land reform. 


Intimidation by Peasant Leaders and Officials. The Na- 
tional Agrarian Reform Service has had neither the person- 
nel nor the resources to distribute titles more rapidly. The 
major expenses for initiating the expropriation process and 
for bringing the agrarian judges and topographers to divide 
the lands have been paid by the peasants. Because of poor 
communications, geographic isolation, low literacy, low in- 
comes, and also because the expropriation process has been 
long and frustrating, peasants are often in a vulnerable posi- 
tion vis-a-vis their own leaders as well as topographers and 
agrarian judges. In many individual cases peasant union 
leaders have overcharged members of their communities for 
trips to La Paz or other departmental capitals. These over- 
charges are seldom outrageous, but they are frequent. 


The relative strength of peasant union leaders varies from 
one locality to another. However, some peasant union leaders 
exploit the expropriation process, with which they have be- 
come familiar, to maintain positions of leadership. They know 
where certain offices are, with whom they should deal in the 
departmental capitals, and they usually speak Spanish better 
than other members of the community. Continuing delays in 
the expropriation process and in title distribution will help 
some individual peasant union leaders maintain their present 
positions of power. In some cases peasant union leaders have 
been turned out of office only to be reinstated later because 
they were the only ones familiar enough with the expropria- 
tion process to continue it. 


As mentioned above, peasants have been responsible to 
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date for the major expenses involved in expropriating large 
farms. Considering the illiteracy and lack of ability to speak 
Spanish among the majority of the peasants, as well as the 
geographic isolation of many peasant communities, it is not 
surprising that topographers, agrarian judges and other offi- 
cials involved in the expropriation and title distribution proc- 
ess have used this for their own benefit. Many peasants have 
paid for the services of these officials, but have not received 
satisfaction in return. Some communities are bitter about 
the whole process, leading in some cases to extra-legal arrange- 
ments with landlords or to a cessation of contact with offi- 
cials from the National Agrarian Reform Service, not to men- 
tion landlords. 


Summary and Conclusions 


Many Bolivian ex-landlords have harbored hopes of return- 
ing to their lands and regaining the prerogatives which accom- 
panied land ownership before 1952. These hopes have been 
nurtured by the slowness with which.the land reform process 
has been carried out, to some extent by the “Revolution of 
1964,” and by the fact that landlords still have legal rights 
to a part of their former holdings. In many cases peasants 
continue to be exploited and intimidated by the landlord. 
More rapid title distribution and enforcement could possibly 
have minimized these problems, all of which work against 
more rapid economic development and social change within 
the rural sector. 


The majority of peasant families affected by land reform 
originally gained limited access to land during the pre-reform 
period, that is, they worked land within the tenure system 
dominated by landlords. With the Revolution of 1952 and 
the subsequent land reform, the traditional means by which 
problems and conflicts over land were resolved disappeared 
on the large landholdings. Because the state has not been 
able to distribute lands, define boundaries, and enforce the 
respective rights of the thousands of new owner-operators 
more rapidly, the majority of peasants have had to rely in- 
creasingly on customary practices to define and enforce their 
respective rights to land. 


Among peasants working in the old system, ways of be- 
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havior, attitudes, and fears of the landlord were deeply rooted. 
The land reform has been the basic measure taken by the 
government to change these attitudes and relations between 
classes. However, attitudes and behavioral patterns do not 
change quickly. One now finds sharp differences between 
older peasant families and the new generation, especially in 
ways of thinking about and treating ex-landlords. Younger 
peasants really do not know what it was like to work under 
the old system and cannot understand their parents’ fear of 
and, still in some cases, loyalty to the landlord. However, 
since the older generation still occupies most positions of 
authority in many rural communities, landlords have been 
able to divide, intimidate, and exploit communities by work- 
ing with and through these older families. 


An analysis of the problems and conflicts over lands in 
Bolivia, 14 years after the Land Reform Law of 1953, gives 
rise to three general conclusions. First, land title distribution 
and enforcement should have been carried out much more 
rapidly and more vigorously. Old institutions governing rights 
of different groups to land can be abolished quickly, but when 
this is done the state must act just as quickly to implement 
and enforce the new institutions which have been legally pre- 
scribed. Second, in terms of more rapid social, political, and 
economic development in the rural sector, it would have been 
better to expropriate all lands of the large landholders. In 
the Bolivian case, farm size, leve: of farm investment, and 
agricultural practices, as well as pre-reform tenure relations, 
were used to determine degrees of expropriation. However, 
the Bolivian experience might indicate that it would be better to 
compensate landlords for these differences rather than leave 
them parts of their former landholdings.'* Compensating those 
landlords who for one reason or another would have war- 
ranted special treatment, and subsequent redistribution of 
all lands to the peasants, would have helped to minimize 
many of the problems mentioned in this paper, especially 


14 This implies indemnification only for positive differences, such 
as the degree to which one landlord has irvested in advanced farm 
techniques, etc. Indemnification would be made only on the margin, 
as it were, for these differences, and certainly not for the entire value 
of the !andholding, which most countries cannot afford. 
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problems arising from the continuation and more recently 
the reassertion of traditional relations between classes.*® 


Third, the role played by peasant unions in effecting land 
reform, and their relationships to problems pointed out above, 
cannot be ignored. Clearly, in areas where peasant unions 
have the strongest leadership, landlords have been intimidated 
and have not been allowed to return to their properties, even 
though legally they have the right to do so. In other areas, 
where peasant unions are not so strong, the landlord has 
been able to enter once again into the operating functions of 
the farm, re-instituting to some extent pre-reform farm labor 
obligations, not to mention pre-reform social relations. In 
the absence of more effective action from the state in apply- 
ing the existing agrarian legislation, strong local and national 
peasant union organizations are still the best guarantee the 
peasants have against landlords returning to their pre-reform 
landholdings and creating the conditions under which many 
of the above problems have arisen. 


15 One possible drawback to dispossessing all landlords is that some 
managerial ability may be lost. This might affect the level of agri- 
cultural production adversely for a short period of time, but this would 
be a small risk compared to the risk of long-term difficulty and con- 
flict over land rights. In the specific case of Bolivia, distribution of 
all lands to the peasants would not have lowered agricultural produc- 
tion any more than actually occurred. To date, in almost all areas of 
Bolivia, land left to the landlords has not been worked as intensively 
as neighboring peasant holdings. 


Foreign Aid, Influence, and Tax 
Administration in Peru 
By JOHN A. PEELER * 


What can we expect our foreign aid to accomplish? What 
should we expect? These are questions which have been 
raised insistently since the inception of American foreign aid 
during and after World War II, yet that we are no nearer 
to answers than we have ever been. 


The major framework by which the United States defines 
its goals for aid to Latin America is the Alliance for Progress, 
the objectives of which are the economic, social, and political 
development, or modernization, of the Latin American coun- 
tries. Thus the task of a United States aid mission to Latin 
America would seem under most circumstances to be the 
promotion of internal, developmental changes in the recipient 
country. However, it will be the contention of this article 
that, given a situation in which those who must change, do 
not desire to change, such changes are not likely to be achieved 
even by an assistance group which is both technically compe- 
tent and highly skilled in the administrative manipulation of 
its host country counterparts. 


The necessity of tax reform in Latin America and other 
developing countries has been widely recognized. It is usually 
seen both as a means of redistributing income in a more egali- 
tarian direction, and as a way to raise government revenue 
and thus increase the self-help capability of developing coun- 
tries. Tax reform has been a critical part of the objectives 
of the Alliance for Progress as set forth in the Charter of 


* Assistant Professor of Political Science, Bucknell University. Most 
of the interviews and documentary research for this article were car- 
ried out in 1966 in Lima and Washington. The data are reported 
and analyzed more fully in “The Politics of the Alliance for Progress 
in Peru,” (unpublished Ph.D. dissertation, University of North Caro- 
lina at Chapel Hill, 1967). 
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Punta del Este, and consequently a major element of United 
States aid objectives in Latin America. 

This article will direct attention to some of the problems 
and prospects of the United States Internal Revenue Service 
(IRS) Tax Assistance Mission in Peru. The goal of the Mis- 
sion has been to improve the administrative practices of the 
Peruvian Superintendency of Taxation, as distinguished from 
attempting to change the tax policy or tax laws of the Peru- 
vian government.’ 


There has been considerable attention to what is wrong 
with the tax laws and policies of developing nations.? I hope 
to complement these writings by examining tax administra- 
tion in Peru and the efforts of North American technical as- 
sistance to change it. 


The IRS Mission to Peru was fully operational by late 1964, 
and in spite of the recent ‘cutoff’ of aid to Peru,’ it remains 
in operation at this writing. The situation confronting the 
IRS experts in 1963 and 1964 was not encouraging. There 
was and still is a great variety of distinctive taxes, character- 
istically passed in order to deal with some specific problem, 
and with little effort to coordinate new taxes with existing 
ones. There were several agencies responsible for adminis- 
tering taxes. The Superintendency of Taxation was respon- 
sible for most direct taxes (income, etc.). The Superintend- 
ency of Customs administered all import and export taxes. 
Finally, the Caja de Créditos v. Consignaciones (Chamber 
of Credits and Payments) administered several taxes, includ- 
ing the very important stamp tax, a sales tax imposed by speci- 
fying that revenue stamps be affixed to designated items when 
sold. The Caja was also the collecting agency for most taxes, 
including those administered by other agencies and by local 
governmental units. These three agencies have to date re- 
tained their separate identities. 


1 The latter area is the responsibility of a separate Organization of 
American States mission. 

2 Including the recent article by Milton C. Taylor, “Taxation and 
Economic Development: A Case Study of Peru,” Inter-American Eco- 
nomic Affairs XXI (No. 3, Winter 1967), pp. 43-54. 

8 See the New York Times, May 17, 1968, 1:8; and May 24, 1968, 
q2k 
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The Caja was controlled for 58 years by a consortium of 
commercial banks. That is to say, collection of taxes was 
farmed out to a private agency, a practice which has prob- 
ably not occurred in most more modern Western countries 
since the eighteenth century. In 1963, as part of a general 
crisis over tax structure (which also led to the establishment 
of the IRS and OAS missions) two supreme decrees (August 
9 and October 11) authorized the nationalization of the Caja 
and its reorganization into the main financial agency of the 
national government, the Bank of the Nation. This reorgani- 
zation was consummated in 1965. It is a comment on the 
state of Peruvian public administration sixty years ago that 
taxes were collected by a private agency, and it is equally 
eloquent that some of my respondents still consider the re- 
cently nationalized Caja to be more efficient than the Tax 
Superintendency. 


As might be expected, the internal administrative practices 
of the Superintendency and the other agencies were quite 
inefficient. Personnel at all levels were hired and advanced 
largely on the basis of personal influence. Graft was endemic 
at all levels. There were few efforts to compile statistics or 
records, and these efforts were generally ineffective. The pro- 
cedure for auditing of tax returns was cumbersome and time 
consuming, and so unsystematic as to bring small results in 
terms of taxes collected. 


These, then were some of the major difficulties confronted 
by the IRS team in 1964. On the more positive side, it is clear 
that the Belaunde Administration was committed in principle 
to comprehensive tax reform.‘ The Mission was thus assured 
of high level political support on most issues. The Superin- 
tendent himself is not a professional tax man, but a powerful 
and ambitious political ally (Christian Democrat ) of the Presi- 
dent. While this has its negative aspects,® he has also gotten 


4 Fernando Belatinde Terry, Presidente Constitucional de la Republica, 
El Pert construve, Mensaje presentado al Congreso (Lima: 28 de julio 
de 1965), pp. 84, 100. 


5 One such negative feature is the serious friction which exists be- 
tween the Superintendent and some of the IRS men. Perhaps they 
resent his political rather than professional orientation, and his con- 
cern for rapid, highly visible results for which he can take credit. 
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higher appropriations for the Superintendency, and he has a 
vital interest in the public success of tax reform efforts. 


So the IRS Mission began work under these conditions. 
Their goal is not very clearly defined: generally they speak 
of trying to improve Peruvian tax administration, which is 
apparently taken to mean increasing tax revenues. The group 
is effectively organized to bring its influence to bear directly 
and personally to foster desired changes. Its personnel are 
stationed within every major office of the Superintendency, 
with their counterpart Peruvian official being the head of 
the office. Interview information indicates that administra- 
tive conservatism is most prevalent at this middle supervisory 
level. Such men are likely to be career men who nevertheless 
originally got their jobs through political influence —and who 
have achieved success by effectively playing the administra- 
tive game under the traditional high-corruption, low-efficiency 
rules. Below them are younger or less successful men who 
may have less stake in preserving the traditional system. Above 
them are the Superintendent and his political appointees, who 
may or may not be sincere reformers, but as members of the 
Belaunde Administration must appear to be active and suc- 
cessful in reform, particularly if they have further political 
ambitions. 


The IRS men, both highly competent and highly committed 
to administrative efficiency, are in a position to use intensive 
persuasion, and as technical experts are able to come up with 
excellent reasons for their recommendations. Even if their 
counterpart officials oppose such reforms as a threat to their 
positions under the traditional system, they can hardly state 
their opposition in such crass terms. Any effort on their part 
to find technical reasons for opposing reform is likely to be 
outflanked by their more knowledgeable IRS colleague. 


Therefore often the only alternative for the reluctant admin- 
istrator is to accept the proposed reforms in the hope of ob- 
structing their implementation. The IRS man, however, being 
on the scene, can keep the pressure on for implementation. 
He can, if necessary, appeal through the IRS Mission Chief 
to the higher levels of the Superintendency, or even higher, 
to bring pressure on a recalcitrant administrator. This tactic 
was carried to its ultimate length in a successful IRS cam- 
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paign to eliminate a computer which the Superintendency had 
acquired, for the Mission felt the Superintendency lacked the 
technical capability to use the computer effectively. In that 
case a decision by the President himself finally compelled 
the Superintendency to surrender its status symbol. 


Integration into the administrative structure permits the 
IRS man intensive access not only to his counterpart, but to 
the latter’s subordinates. Thus he has the potential capacity 
to undercut the authority of a recalcitrant supervisor. More 
normally he will be able to single out for training or advance- 
ment the most competent and dedicated of the younger men. 
For that matter the IRS men are also in a position to pick the 
best men out of the supervisory ranks. In general they have 
been able to bring about greater emphasis on promotion and 
hiring by merit, thus making considerable strides toward rais- 
ing the quality of personnel. 


The specific aims of the IRS organization have been pri- 
marily the improvement of auditing and the prevention of 
tax law violations. The former concern has led to efforts to 
make the hiring and advancement of auditors more dependent 
on their qualifications and less on influence. Procedures and 
techniques have been streamlined. The most promising devel- 
opment has been the initiation of an on-the-job training pro- 
gram for auditors in late 1964, which had reached some % 
of the auditors by the end of 1965. The auditors were actu- 
ally better qualified to begin with than most other Superin- 
tendency employees, in that most were trained accountants, 
even though most had no knowledge of the particular tech- 
niques of tax auditing. 


The IRS people generally count this training program as 
one of their greater successes, but it also illustrates the kind 
of attitudinal changes which had to be effected in Peruvian 
management circles. In the words of an AID Report: 


Although there was a strong desire among the employees 
for training, and the lack of training was often cited as 
a problem by Tax Superintendency officials, the initia- 
tion of a training program was precluded by the attitude 
of management, who felt that (1) training could not be 
conducted during work hours (i.e., that employees could 
not be spared from their regular work); (2) a training 
officer or organization was not necessary; (3) no funds 
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were available to pay instructors; and (4) no employees 

other than high level chiefs were competent to serve as 

instructors. 
That is, the IRS team found that in order to accomplish its rel- 
atively modest manifest goals, fundamental cultural changes 
had to be wrought. The case of training is only one example 
of this. Others have occurred in the areas of intelligence (i.e., 
investigation and enforcement ) and public information, where 
again the responsible officials, as well as the general public 
in these cases, had to be convinced that a new definition of 
their responsibilities was necessary. Indeed, psychological 
change has come to overshadow the technical tasks of the 
Mission, and to become its major objective. 


The foundation of an office of public information occurred 
when the Mission convinced management that performance 
of such a function was not only desirable but immediately 
essential to more effective tax collection. IRS people feel that 
the Superintendency is now much more effective in reaching 
the public than it was before. Intelligerce constitutes in some 
ways the negative aspect of public relations. The latter seeks 
to inform the public of its obligations under the law, and to 
convince citizens to accept these obligations. The intelligence 
or investigative capability of the agency is to dissuade the 
public from evading these obligations, or to detect those who 
do. Such activity must be aimed also at those within the 
agency who might be tempted to act as accessories to tax 
fraud. It did not take the IRS long to convince management 
to institute an intelligence unit; hiring of personnel for such 
a unit (solely on the basis of merit) began in July 1964. The 
first indictment for tax fraud was obtained by this group in 
May 1966. The unit has also conducted several investigations 
of employee malfeasance, with disciplinary action resulting in 
at least two cases. The existence of corruption within the 
intelligence group is not admitted by either the Superintend- 
ency or the IRS. 


The IRS played a leading role in each of the reforms touched 
on so far. The one major case in which this was not true 
was the overhaul of the organization of the’Superintendency. 
The Mission felt from the first that reorganization along func- 
tional * lines was desirable, but was inclined to a piecemeal 








TAX ADMINISTRATION IN PERU 25 
A total reorganization was nonetheless pressed for by top 
management in the Ministry and Superintendency. The Mis- 
approach because of the magnitude of a total reorganization. 
sion at the same time found it unfeasible to reorganize one 
function without the others because of the intricate interlock- 
ing of functions. Thus the IRS ultimately accepted a total 
reorganization. The authorizing decrees and the implement- 
ing regulations bear evidence of strong IRS influence.’ 


As the discussion of specific reforms illustrates, the IRS 
apparently found that to define its role simply in terms of im- 
proving administrative efficiency was not adequate. Most of 
the IRS men feel that the fundamental obstacles to adminis- 
trative improvement in the Superintendency have been psy- 
chological ones. The attitudes of both employees and the pub- 
lic toward taxation have been such as to make effective tax 
collection virtually impossible. The public generally has not 
recognized a moral obligation to pay taxes, and has been 
poorly informed concerning the rights and obligations of the 
taxpayer under the law. The officials of the Superintendency 
have also often failed to recognize a moral obligation for the 
citizen to pay taxes. This attitude led to widespread graft in 
the Superintendency as well as unwillingness to prosecute tax 
evasion. 


The primary task has been redefined as bringing about the 
fundamental cultural change which is prerequisite to admin- 
istrative improvement. Members of the Mission seem to feel 
that they are making substantial progress in this direction, 
both among Superintendency personnel and the general pub- 
lic. There is some indication that their assessment is correct: 


8i.e., placing responsibility for all tasks of a given type, such as 
auditing, in one agency, and setting up agencies to operate on only 
one of the following levels: policy-making, supervisory, and executive. 

7 Supreme Decree 55-H (April 24, 1964) approved the following 
principles for tax reform: decentralization, progressive development 
of reform, and administrative unification. Supreme Decree 121-H (May 
21, 1965) established a functional reorganization. The preliminary 
thinking of the Superintendency after these decrees is represented in: 
Superintendencia Nacional de Contribuciones, “Proyecto de presupuesto 
functional de la Republica para 1966,” (Lima: Superintendencia 
Nacional de Contribuciones, 1965). The final regulation is: Ministerio 
de Hacienda y Comercio, Reforma de la administracion tributaria, 
(Lima: Ministerio de Hacienda y Comercio, 1966). 
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rising tax revenues, and the acceptance and smooth function- 
ing of the Intelligence, Public Information, and Training of- 
fices. The size of the Mission is currently being reduced some- 
what, though neither the IRS Mission nor their contractual 
superiors in AID are satisfied with the Peruvian response to 
the need for tax reform. As explained by an AID spokesman, 
it is felt that although considerable success has been achieved 
in improving tax administration, little further progress can 
be made in that area until more movement occurs in the re- 
form of tax law and policy. If this explanation is accurate, 
then it would indicate that the IRS has in considerable meas- 
ure obtained the major attitudinal changes that it was seeking, 
and that the most serious obstacles to further administrative 
improvement are the defective legal and political environment 
of the Superintendency. 


I believe, however, that this assessment is overly optimistic. 
The final impact of the IRS Mission remains in doubt pre- 
cisely because of the effectiveness of the Mission. Since it is 
so admirably organized to influence the behavior of Superin- 
tendency personnel, neither that behavior nor their declared 
attitudes (which are after all one form of behavior) can be 
decisive proof of a lasting change in real attitudes. Such proof 
can come only after the IRS has left and the Superintendency 
is without its omnipresent conscience again. 


In the meantime, one may consider various possible an- 
swers to this question of final impact. Social psychology has 
empirically verified principles to support several of these pos- 
sibilities.* Stated in terms of cognitive dissonance, a given 
Superintendency official has been induced by the IRS to en- 
gage in behavior which is dissonant with his past beliefs. To 
reduce this dissonance the person may change his behavior, 
change his beliefs, or introduce new elements to support either 
his old beliefs or his new behavior. An example of the last 
case might be a man who comes to think, “Well, I don’t see 
anything wrong with the old way of doing things, but tax 
receipts have gone up since the Yankees changed it.” Another 


8 See Leon Festinger, A Theory of Cognitive Dissonance, (New York: 
Harper and Row, 1957), passim; and also Paul F. Secord and Carl W. 
Backman, Social Psychology, (New York: McGraw-Hill, 1964), Ch. 3. 
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man might react differently: “Tax receipts have gone up, 
but these Yankees don’t know anything about Peruvians.” 


Because of the strong IRS organization, a Superintendency 
official cannot effectively remove dissonance by changing the 
new behavior induced by the IRS, as long as the IRS remains 
on the scene. Thus his options are to remove dissonance by 
changing his old beliefs to correspond with the new behavior, 
or to reduce dissonance by introducing new support for either 
the old beliefs or the new behavior. In the former case, since 
the beliefs have been changed by the subject, his behavior 
change can be expected to persist after the departure of the 
IRS. The latter case can be subdivided. If the subject reduces 
dissonance by increasing support for the new behavior, then 
this behavior can be expected to persist after IRS departure, 
even though the old beliefs also persist. In such a situation, 
the old beliefs are likely to be gradually eroded. By contrast, if 
dissonance is reduced by increasing support for the old beliefs, 
IRS departure should result in reversion to old patterns of be- 
havior consistent with the old beliefs. 


Obviously the Superintendency is not an individual but a 
collectivity, and a stratified collectivity at that. The extent 
of the long-range impact of the IRS depends on how many 
persons — and which persons — follow the first and second 
patterns (leading to continuation of the new behavior) rather 
than the third pattern. Festinger and Carlsmith® have per- 
formed an experiment which is quite relevant to the prob- 
abilities of these three patterns in the Superintendency. After 
performing a dull task, subjects were offered either one dollar 
or twenty dollars for telling the next subject how enjoyable 
the task was. After doing this the subjects were asked to rate 
the task on its enjoyability. Those who were paid one dollar 
rated the task as more enjoyable than those paid twenty. 
Secord and Backman” consider this as providing support for 
the following two hypotheses: 


1) If a person is induced to say or do something 


®Leon Festinger and J. M. Carlsmith, “Cognitive Consequences of 
Forced Compliance,” Journal of Abnormal and Social Psychology 58: 
203-210 (1959). 


10 Secord and Backman, op. cit., pp. 117-118. 
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opposite to his private attitude, he will tend to 
modify his attitude so as to make it consonant with 
the cognition of what he has said or done. 


2) The greater the pressure used to elicit the be- 

havior contrary to one’s private attitude (beyond 

the minimum needed to elicit it) the less his attitude 

will change. 
Ward Hunt Goodenough reports a similar behavioral prin- 
ciple conceptualized in terms of the subject’s self-image and 
his public image. His proposition is that the application of 
sanctions aimed at changing behavior may bring about a 
changed public image for the subject without necessarily 
affecting his self-image. 


The IRS clearly owes its apparent success not only to the 
commitment of its personnel to administrative reform, but 
even more to its organization, permitting it to keep the pres- 
sure on the Superintendency. This suggests that the be- 
havioral changes wrought by the IRS will not lead to attitude 
change and therefore will probably not be permanent. In 


addition, as we have seen, IRS influence is brought most 
strongly to bear on the middle levels of the Superintendency. 
Thus one would expect these men to be the least likely to 
undergo attitude change, and the most likely to revert to 
previous behavior patterns after IRS departure. The inference 
from dissonance theory complements the observation made 
earlier that these mid-level administrators are those most 
strongly committed to traditional administrative patterns. 


Thus the prognosis for the IRS project is uncertain, but 
more likely to be unfavorable than favorable. This suggests 
an inherent limit on the ability of an aid-giving country to 
intervene in the internal affairs of the recipient, even with 
the consent of the host government. Change can be success- 
fully encouraged where it is widely desired in the recipient 
country, or where the change is not important to the way of 
life of most people. But where the proposed change is not 
widely desired, or where it has great impact on established 
cultural patterns, then it is unlikely to take root. The IRS 


’ 


11 Ward Hunt Goodenough, Cooperation in Change, (New York: 
Russell Sage Foundation, 1963), p. 218. 
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has displayed striking administrative skill in attempting to 
counteract Peruvian resistance to tax reform, but its efforts 
will probably be futile. Indeed, it is possible that Peruvian 
reactions against IRS pressure will tend to retard the cultural 
change which the IRS knows is prerequisite to tax reform. 














Litigation in English Courts and Claims 
against Paraguay Resulting from the 
War of the Triple Alliance 
By HARRIS GAYLORD WARREN* 


A little known result of the War of the Triple Alliance was 
the tangle of legal proceedings in British courts that began 
in 1869, even before the dramatic death of Marshal-President 
Francisco Solano Lopez at Cerro Cora brought that terrible 
conflict to an end.* In addition to the Republic of Paraguay, 
the cast of characters in these legal dramas was an array of 
adventurers as fantastic as ever paraded through the pages 
of fiction. The leading character was the ghost of the hunted, 
fleeing Marshal-President who met his death on March 1, 
1870, for his were the deeds that set in motion the series of 
events that led to the courts of Edinburgh and London. 


More than a decade before the outbreak of war in Novem- 
ber, 1864, Paraguay had engaged the house of John and 
Alfred Blyth of Limehouse, London, as the country’s factors 
and financial agents. One imporiant service of the Blyths was 
to send professional men and skilled technicians to Paraguay. 
On his mission of 1853 when he began the arrangement with 
the Blyths, Francisco Solano Lopez had acquired in Paris a 
beautiful Irish mistress, the notorious Eliza Alicia Lynch, who 
followed him to Paraguay in 1855. Less than two years later, 
the English surgeon, Dr. William Stewart, entered Paraguayan 
service and remained until late in 1868 when, to use his own 
words, “he escaped from the clutches” of Lopez. Two others 





* Professor of History, Miami University, Oxford, Ohio. The writer 
gratefully acknowledges the aid of grants from the Penrose Fund of 
the American Philosophical Society, Miami University, and the Social 
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which supported the research upon which this paper is based. 
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of the cast, the railway engineers Percy Burrell and Henry 
Valpy, arrived in 1859. Involved, too, were Candido Bareiro, 
the Paraguayan minister to Great Britain and France during 
the war; Maximo Terrero, Argentine merchant and Para- 
guayan consul general in London; Robinson, Fleming and Co. 
who, together with Waring Brothers, floated the scandalous 
loans of 1871 and 1872. Among the prominent witnesses 
were two former American ministers to Paraguay, Charles 
Ames Washburn and General Martin T. McMahon. Beginning 
with the case of Stewart vs. Gelot in Edinburgh in 1869, the 
series of suits and counter-suits continued for three years. 
While the sums at stake were not tremendous, they did rep- 
resent considerable fortunes for the persons involved. More 
important for history was the testimony of witnesses whose 
memories were fresh although their minds were still under 
the influence of traumatic events. 


On deposit in England and Scotland were funds which had 
been sent from Paraguay before the end of the war. In the 
Royal Bank of Scotland in Edinburgh, deposited to the ac- 
count of Dr. William Stewart, was some £16,000 which 
Madame Lynch claimed as her own. Robert Stewart, brother 
of Dr. William Stewart, claimed that Paraguay owed him 
some £750 on account of rifles shipped to Buenos Aires to fill 
an order from President Lopez, but he held £4316 in the 
President’s account. Alfred Blyth, surviving brother of the 
Blyth partnership, held £16,830 to the credit of Francisco 
Solano Lopez, all of which and more he had paid to a Para- 
guayan agent as a loan to the Paraguayan Government. When 
General McMahon left Paraguay in 1869, he took with him 
£11,000 which he deposited in London for Madame Lynch. 
Thus, if all of these sums could be gathered into the Lépez 
estate, the total was a very respectable £48,000. 


John and Alfred Blyth served Paraguay well, but they did 
not neglect to make a reasonable profit. Their account with 
Paraguay as of January 7, 1865, showed a balance of nearly 
£1830 in favor of President Lopez. During that year, on July 
8, July 21, and August 23, Lopez sent the Blyths three bills 
of exchange, each for £5000. Blyth obviously obtained cash 
for these bills, but from what source is unknown. They had, 
therefore, nearly £16,830 at the disposal of President L4pez. 
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As Alfred Blyth stated, “the affairs of the said President Lopez 
became inextricably involved with his position as President 
and Dictator of the Republic .. .”' At this time, Don Candido 
Bareiro was Paraguay’s minister to France and Great Britain. 
Understandably, Bareiro preferred to live in Paris but he made 
frequent visits to London. Blyth testified that Lopez had 
authorized Bareiro to draw on him for “all funds for the time 
being entrusted to me whether on account of the said Republic 
or otherwise .. .”* On this authority, Blyth paid more than 
£20,000 to Bareiro, which meant that in addition to advancing 
all of the £16,830, he had himself loaned Bareiro about 
£3,170.° Although Blyth had been reluctant to pay this huge 
sum to Bareiro, the latter agreed to treat it as a loan from 
the personal funds of Lépez, upon which the State would pay 
interest. Nevertheless, Bareiro had full power to require Blyth 
to pay the money to him.‘ 


For this reason, Blyth had no money available when on 
August 25, 1869, Emiliano Pesoa Lopez asked for funds from 
his father’s account. President Lopez had authorized Emiliano 
to go to the United States and instructed Blyth to place funds 
“at the disposal of Emiliano when he requires them, either 
in part or wholly as I advise him... .”° Blyth had to inform 
Emiliano that the funds had been loaned to the Government 
of Paraguay at interest. Emiliano insisted that Blyth had no 
authority to do this; Blyth rejected the protest but offered to 
loan Emiliano £300 from his own purse.® Other claimants 
soon appeared. Madame Lynch, under the Lopez will of De- 
cember 23, 1868, claimed the funds; Dona Juana Paula Carillo 
Lopez entered a claim; the Republic of Paraguay, under the 
confiscation decree of May 4, 1870, claimed the account.’ 


1 Affidavit of Alfred Blyth, May 23, 1872, in Blyth vs. Whiffin, Public 
Record Office, C. 31/2603/2947/3164, p. 4. Hereafter cited as P.R.O. 

2 Ibid., p. 5. 

3 Ibid., pp. 6-7. 

*ibid., np. 7. 

5 Francisco Solano Lépez to Alfred Blyth, June 29, 1869, encl. in 
Emiliano Pesoa Lépez to Alfred Blyth, London, Aug. 25, 1869, cited 
in ibid., p. 8. 

6 Ibid., pp. 10-12. 

7 Emiliano Pesoa Lépez to Alfred Blyth, London, June 30, 1871, ibid., 
p. 16. 
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General Martin Thomas McMahon admired the Paraguayans 
among whom he lived for a short time as American minister. 
He maintained close relations with the Marshal-President who 
entrusted both his will and his children to the American who 
took them with him to Piribebuy when he left the dangerous 
camp of Pikisyry on December 23, 1868.* McMahon, recalled 
by the United States, took leave of Lopez on June 24, 1869, 
and stopped briefly in Asuncion before going on to Buenos 
Aires. With him went some £7000 which English subjects 
entrusted to him, and £12,500 which he took to England for 
Madame Lynch and Emiliano Lopez.° 


Legal actions in Great Britain began several months before 
the war ended. The first case, that of Stewart vs. Gelot, had 
its origin in a bill of exchange for £4000 which Dr. William 
Stewart had given to Madame Lynch on May 8, 1867. Madame 
Lynch owed this amount to Antoine Gelot, a Parisian merchant 
who had been her agent.’® When this bill reached the Royal 
Bank of Scotland in Edinburgh, Robert Stewart refused pay- 
ment. Gelot reported this refusal to Madame Lynch who in 
turn demanded an explanation from Dr. Stewart. By this 
time it was November, 1868, shortly before the last major 
battle of the war. Dr. Stewart promptly wrote to his brother 
instructing him to pay the bill, but Robert ignored the letter 
because he believed that William was acting from fear and 
coercion." 


In the confusion following the Brazilian victory at Pikisyry 
on December 27, 1868, Dr. William Stewart became a captive 
of the Brazilians.’* Anxious to get to Scotland, Dr. Stewart 


8 Martin T. McMahon to William H. Seward, Piribebuy, Jan. 31, 1869, 
Dispatches from United States Ministers to Paraguay and Uruguay, 
File Microcopies of Records in the National Archives, No. 128, Roll. 13. 
Hereafter cited as DDPU 128/13. 

® McMahon to Hamilton Fish, No. 23, Buenos Aires, July 19, 1869, 
ibid.; Testimony of Martin Thomas McMahon, April 24, 1871, in Re- 
public of Paraguay vs. Eliza Alicia Lynch et al., P.R.O. C. 31/256/1339. 

-0Counselor’s summary in Stewart vs. Gelot, Dec. 21, 1869, The 
Scotsman (Edinburgh), Dec. 22, 1899. 


11 Stewart’s testimony in Stewart vs. Gelot, Dec. 21, 1869, ibid. 


12 William Stewart to William Stewart, Sr., Buenoes Aires, Jan. 20, 
1869, Public Record Office, Foreign Office 59/29. Hereafter cited as 
P.R.O. F.O. 
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tarried but a short time in Paraguay after the Brazilians re- 
leased him. He was in England early in 1869, and later in 
the year filed suit against Gelot to clear himself of respon- 
sibility for the bill of £4000. At the trial on December 21 and 
22, for the first time the public learned details about the 
£16,000 sent to Scotland. It was in October, 1868, that the 
Italian gunboat Ardita, Captain G. Manfredi, lay off Angostura. 
Madame Lynch and President Lopez decided to send a large 
amount of specie out of the country under Stewart’s name. 
On the orders of the President, guards brought from the 
Spanish consulate at Luque bags and boxes of treasure in 
the amount of 4400 ounces of coined gold and 4659.5 pata- 
cones, or silver dollars. After deducting his freight, Manfredi 
delivered the money to George Duncan Stewart in Buenos 
Aires who sent it on to Scotland to be deposited in the account 
of his brother, Dr. William Stewart, who had given Madame 
Lynch a receipt to show that the treasure belonged to her.’ 
But at the trial, Dr. Stewart insisted that he had gotten the 
specie from Lopez, not from Madame Lynch, and it really 
belonged to Paraguay against which he himself had a large 
claim. Ownership of the deposit was not the question before 
the jury which decided on December 22 that Stewart had no 
liability for the bill of £4000 which had been forced from him 
under fear and coercion.'' But Antoine Gelot won a new trial 
on the ground that the verdict was contrary to the evidence; 
Stewart succeeded in postponing this trial until May, 1871. 
In the meantime, he was very active in creating legal difficul- 
ties for Madame Lynch. 


The second major case in the series was that of Paraguay 
vs. Lynch, to use its short title, and for which some back- 
ground is necessary. Madame Lynch, captured at Cerro Cora, 
received reasonably courteous treatment from the Brazilians 
who put her aboard the Princesa at Concepcion and sen: her 
down to Asuncién. While on board the Brazilian gunboat, she 
refused to acknowledge the decree of May 4, 1870, by which 


13 Second Division May 31, 1871. Print of Documents for Antony 
Gelot in causa Gelot v. Stewart (Edinburgh, 1871), p. 5 A 888; George 
D. Stewart to Robert Stewart, Buenos Aires, Nov. 24, 1868, No. 772 
in Correspondence between William Stewart, M.D. and Others, in 
causa Gelot v. Stewart .. . (London, 1871, p. 3. 


14 The Scotsman, Dec. 22, 1869. 
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the Provisional Government, after charging them with many 
vile deeds, confiscated the property of Francisco Solano Lopez 
and embargoed the property of Madame Lynch."’ The Brazil- 
ians released Madame Lynch in Buenos Aires where she had 
vainly sought protection from the British minister.’* Going on 
to Rio de Janeiro, where she arrived at the end of June or early 
in July on the Limerick, Madame Lynch made interesting 
comments to those who visited her on board ship. Pertinent to 
this study is her assertion that “the persons whom she had 
trusted had defrauded her, and that the only hope she now 
had was McMahon in whom she had little confidence, and if 
he should rob her as Stewart had, she would be reduced to 
poverty.”** 


During the critical battle of Pikysyry, Francisco Solano 
Lépez on December 23, 1868, made a short will by which he 
bequeathed his entire estate to Eliza Alicia Lynch but neg- 
lected to name an executor. Witnesses were Silvestre Aveiro, 
Juan Manuel Palacios, Dr. William Stewart, and Dr. Fred- 
erick Skinner.'* When Madame Lynch arrived in London in 
August, 1870, she deposited a certified copy of the will in the 
Principal Registry of Her Majesty’s Court of Probate.’® In 
response to her application, the Court granted letters of ad- 
ministration, “subject to any caveat that might be entered.” 
Such a protest was entered by Richard Lees of Galashiels, 
Scotland, for the Republic of Paraguay on October 21, 1870, 


15 La Regeneracion (Ascuncién), April 30 and May 11, 1870. 


16H. G. McDonnell to Lord Clarendon, No. 48 Confidential, Buenos 
Aires, April 29, 1870, P.R.O. F.O. 6/291, f. 191. While Madame Lynch 
was on the Princesa, Carlos Loizaga on March 28 presented to José 
Maria Silva Paranhos, the principal Brazilian authority in Asuncion, 
a petition from more than 100 women which asked for the return of 
jewels allegedly stolen from them by Madame Lynch. Paranhos replied 
that when captured, Madame Lynch had very little of value with her 
and the women could enter their claims when Madame Lynch was 
able to defend herself. (La Regeneracién, April 3, 1870). 


17 La Regeneracion, July 31, 1870. 


18 A copy of the will is in Court of Probate, Will Book 1872, vol. 16, 
Somerset House, London. 


19 Calendar of the Courts of Probate and Letters of Administration 
made in the Principal Registry and in the Several District Registries 
of Her Majesty’s Court of Probate from the 1st January 1872 until the 
31st December 1872, both Days Inclusive (London: Edward Eyre and 
William Spotteswoode, [1873]), vol. 30. 
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which claimed all of the Lopez estate under the decree of May 
4, 1870.*° One can easily see in this move the actions of Dr. 
William Stewart, since Richard Lees was a Stewart attorney, 
and the Republic of Paraguay had no representative in Eng- 
land at the time.” 


The Provisional Government of Paraguay had appointed 
Colonel Francisco Wisner de Morgenstern as Administrator 
General to settle the estate of Francisco Solano Lopez.** Mor- 
genstern sent to Richard Lees his power of attorney which 
was signed by President Cirilo Antonio Rivarola on December 
22, 1870.** This power of attorney did not arrive until Jan- 
uary, 1871, and on February 1 Richard Lees made an appear- 
ance on behalf of the Republic of Paraguay through the firm 
of Frederick Paley Chappell and Cecil Chappell. This firm 
filed the case of the Republic of Paraguay vs. Eliza Alicia 
Lynch and Martin Thomas McMahon in Chancery on March 
21, 1871. Dr. Stewart obviously had much to do with the bill, 
since its very language is repeated in the affidavit of Lt. Col. 
Manuel Antonio Maciel who had left Paraguay on October 
27, 1870, to testify for Dr. Stewart in Edinburgh. The prin- 
cipal charges in the case of Paraguay vs. Lynch were that 
President Lopez and Madame Lynch had sent public funds to 
be deposited to Madame Lynch’s account in London, and that 
the money on deposit with Alfred Blyth also belonged to the 
treasury and not to Lopez.*! General McMahon was named a 
defendant in order to prevent him from withdrawing any of 
the money, something that he could not have done anyway. 


The timing of this suit was clearly related to the second 
trial of Stewart vs. Gelot, scheduled for Edinburgh in May, 
1871. General McMahon had come to London in March, 
1871, to be a witness for Madame Lynch. When summoned 


20 Affidavit of John Faddick King, April 10, 1871, in Republic of 
Paraguay vs. Lynch et al., P.R.O. C. 31/2560/1123. King was a clerk 
in the firm of G. S. and H. Brandon, attorneys for Madame Lynch. 

21 George Hammond to H. Brandon, March 11, 1871, ibid. 

22 Affidavit of Malcolm William Duncan, Feb. 21, 1872, in Republic 
of Paraguay vs. Lynch et al. In Chancery 1871, P. No. 45. P.R.O. 
C. 31/2688/540. 

23 Affidavit of Richard Lees, March 21, 1871, P.R.O. C. 31/2560/923. 

24 Bill of Complaint in Chancery, March 21, 1871, in Republic of 
Paraguay vs. Lynch et al., P.R.O. C. 16/742/P45. 
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for testimony in the case of Paraguay vs. Lynch, he willingly 
gave his affidavit in which he swore to having brought £11,000 
to England for Madame Lynch and £1500 which he had de- 
livered to Emiliano Lopez in New York. The rest of the money 
he had taken out of Paraguay was £7000 for English subjects. 
Dr. Stewart’s maneuver, he testified, was “to prejudice evi- 
dence” which he was expected to give in Scotland in the case 
of Stewart vs. Gelot.*” Madame Lynch also testified on April 
that the money brought by McMahon was her personal prop- 
erty; she denied that any of the money sent abroad belonged 
to the public treasury. The power of attorney issued on De- 
cember 22, 1870, to Richard Lees was obtained by Dr. Stewart, 
Madame Lynch asserted, to harass her “and if possible to 
prevent me from recovering from him large sums of money 
deposited by me with him or received by him for my use.” 
She also revealed that Dr. Stewart in January, 1871, had ob- 
tained from the Republic of Paraguay a deed assigning to him 
the £16,000 sent by Madame Lynch from Angostura on the 
Ardita in 1868. At present, however, the only funds she was 
laying claim to were on deposit with Alfred Blyth.** 


Little happened in the case of Paraguay vs. Lynch while the 
second trial of Stewart vs. Gelot was occurring in Edinburgh 
in May, 1871. The principal issue was whether Dr. Stewart 
on May 8, 1867, had willingly given Madame Lynch the bill 
for £4000; the secondary issue was whether the letter he had 
written on November 9, 1868, had also been obtained by force 
and fear.** But it was impossible not to bring up the matter 
of the 4400 ounces and 4659 patacones sent out on the Ardita, 
the balance of more than £4000 held by Robert Stewart, and 
the £23,000 received by George D. Stewart from the sale of 
yerba in Buenos Aires which Dr. William Stewart had directed 
should be paid to Madame Lynch.** 


In his testimony, Dr. Stewart insisted that none of the 
money belonged to Madame Lynch; the yerba was a gift to him 


25 Affidavit of Martin Thomas McMahon, April 24, 1871, in Republic 
of Paraguay vs. Lynch et al., P.R.O. C. 31/2561/1339. 

26 Affidavit of Eliza Alicia Lynch, April 24, 1871, in Republic of 
Paraguay vs. Lynch et al., P.R.O. C. 31/2561/1340. 
27 The Scotsman, May 9, 1871. 
28 Ibid., May 13, 1871. 
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from President Lopez, and the money sent on the Ardita be- 
longed to Paraguay. He had a valid claim against Paraguay 
and he had “received an assignation to this deposit from the 
Paraguayan Government in compensation of my losses.’*® 
George Frederick Masterman testified for Dr. Stewart, as did 
Lt. Col. Manuel Antonio Maciel, whose expenses in traveling 
from Paraguay to Edinburgh were paid by Dr. Stewart. The 
courtroom audience was much interested in Madame Lynch’s 
testimony — already she had a considerable reputation! She 
denied bringing any pressure to bear on Dr. Stewart, and re- 
minded the Court that the Stewarts had received many com- 
missions from the Paraguayan Government. As to the yerba, 
Stewart was to have received only the profit from its sale, not 
the total amount. Dr. Stewart, she insisted, had given the 
£4000 bill voluntarily; and the money sent out on the Ardita 
belonged to her, not to the Government. 


The jury decided that Dr. Stewart had, indeed, given the 
bill “under force and fear,” but that he had voluntarily ordered 
his brother to pay the bill.*' When Dr. Stewart asked for still 
a third trial, the court on July 1 rejected the request and 
Madame Lynch sued to compel him to pay the money due 
her. Dr. Stewart declared himself bankrupt; however, through 
the intervention of Col. Juan Macias, Madame Lynch did ob- 
tain £7000, all but £1200 of which went to Antoine Gelot and 
to her attorneys.** As is customary in such cases, the attorneys 
did very well. 


With Dr. Stewart defeated in Scotland, the case of Paraguay 
vs. Lynch continued in London. Colonel Maciel, still in Scot- 
land, testified that President Lopez used the war as an excuse 
to confiscate large sums for his own use and to appropriate 
Church silver. Lopez, he asserted, took public money for him- 


29 Notes of Evidence In Causa William Stewart against Antoine or 
Antony Gelot and Mandatory . . . Edinburgh, 19th May 1871 (Edin- 
burgh, 1871), p. 10. 

‘0 Testimony of Madame Lynch, ibid., pp. 32-39. 

31 The evidence is also reviewed in Dictamen del Doctor Ramén 
Zubizarreta sobre el valor de los titulos de Ma. Lynch en la reclama- 
cion de los tres mil y pico de leguas, Asuncion, 1888. 

32 The Times (London), July 3, 1871. 

33 Elisa A. Lynch, Espocion y protesta (Buenos Aires, 1875), pp. 
22-23. 
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self and for Madame Lynch; Maciel had prepared deeds to 
enable Madame Lynch to confiscate houses and to acquire 
lands at nominal prices. President Lopez, he testified, had in- 
herited very little and treated the public treasury as his own 
purse.** However, when Maciel resumed his testimony under 
cross examination on August 9, 1871, while on his way home, 
he confessed that he had only copied some deeds for Madame 
Lynch and had known very little about Paraguayan treasury 
affairs; but he did insist that President Lopez accumulated 
specie from citizens while he paid government bills with paper 
money. The confiscated specie was what went out on the 
Ardita and with General McMahon.** 


In the meantime, the Court of Probate on July 11, 1871, 
had appointed one George Whiffin as administrator of the 
Lopez estate pending clarification of issues.** On October 21, 
1871, Madame Lynch, Emiliano Victor Lopez, and Manuel 
Gutiérrez representing Dona Juana Paula Carillo Lopez, signed 
an agreement to avoid needless legal expenses. The estate of 
President Lopez would be divided among them, one-half going 
to Dona Juana and the other half being divided among 
Madame Lynch, her three surviving sons, and Emiliano. The 
latter was to receive £1000 from the Blyth funds, but sur- 
rendered claim to all of the account.** This agreement ended 
the wrangling among the heirs and Dona Juana’s death re- 
moved the principal claimant under Paraguayan law. 


Madame Lynch went to the continent for a visit but Rich- 
ard Lees still bothered her. A Paraguayan court on November 
27, 1871, summoned her to answer charges under the decree 
of May 4, 1870. Richard Lees, as attorney for Paraguay, pub- 
lished this order in the London Times on February 19, 1872. 


34 Affidavit of Lt. Col. Manuel Antonio Maciel at Perth, Scotland, 
in Republic of Paraguay v. Lynch et al., May 27, 1871, P.R.O. C. 
31/2561/1748. Since the affidavit closely follows the language of the 
Bill of Complaint, one is entitled to wonder if Dr. Stewart had not 
prepared it. 

35 Deposition of Lt. Col. Manuel Antonio Maciel, Aug. 9, 1871, in 
Republic of Paraguay vs. Lynch et al., P.R.O. C. 16/742/71/45. 

36 Affidavit of Charles Pearce, Feb. 21, 1872, in Republic of Para- 
guay v. Lynch et al. In Chancery 1871. P. No. 45. P.R.O. C. 31/2681/ 
Part 2. 


37 Lynch, Espocion y protesta, pp. 23-25. 
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Madame Lynch’s attorneys then threatened Lees with con- 
tempt of court and filed suit to end the Paraguayan claims. 
The court decided in February, 1872, that the will dated on 
December 23, 1868, was a valid will; therefore, the confisca- 
tion decree dated much later was invalid. Paraguay, there- 
fore, had no claim to the Lopez estate in England and the 
matter rested entirely with the Probate Court.** There re- 
mained only to relieve George Whiffin of his duties and to 
appoint Madame Lynch as administrator; but these steps 
could not be taken until other cases still in the courts had 
been concluded. 


Whiffin, as temporary administrator, was involved in these 
pending cases. Although the courts of Scotland refused to 
recognize him as administrator of the Lopez estate, he came 
to an agreement with Robert Stewart to accept £1500 in full 
satisfaction of the £4316 which Robert acknowledged he had 
in the Lépez account. Robert, therefore, received payment 
for the rifles he had shipped to Buenos Aires but which George 
Stewart had been unable to deliver because of the Brazilian 
blockade. Since Paraguay had transferred to Dr. Stewart its 
claims to the Lopez estate in England, Richard Lees dropped 
Paraguayan claims.*° 


The major part of the Lopez estate, of course, was the sum 
entrusted to Alfred Blyth which he had loaned to Candido 
Bareiro. Whiffin sued Blyth in Probate Court in October, 1871, 
to recover this money. Madame Lynch had filed suit against 
Blyth in Queen’s Bench in November, 1870, but dropped the 
case to clear the way for the Whiffin suit. Blyth in May, 1872, 
filed a countersuit in order to determine his liability.*° 


In the meantime, the loan of November 23, 1871, for 
£1,000,000 had been floated in London. Maximo Terrero, in 
order to remove any obstacles to the loan, agreed to pay Blyth’s 
claim out of the proceeds, thus restoring the money advanced 


388 The Law Reports. Courts of Probate and Divorce (3 vols., Lon- 
don, 1872), II, 298-273. 

39 Affidavit of George Whiffin, July 18, 1872, in Republic of Para- 
guay vs. Lynch et al. In Chancery 1871. P. No. 45. P.R.O. C. 31/2671/ 
2310/Part 2. 


40 Affidavit of Alfred Blyth, May 23, 1872, in Blyth vs. Whiffin, 
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to Bareiro. Blyth then sent Charles H. Ohlson to Asuncion 
to obtain a final statement of the account, and Paraguay agreed 
that Blyth should receive somewhat more than £37,015. This 
would cover the amount in the Lopez account, the additional 
sums loaned by Blyth to Bareiro, and interest at 9%. There 
were other charges, including the cost of a mausoleum that 
had beenbeen ordered for Carlos Antonio Lopez but which 
had not been delivered and which could not be sold in Europe. 
However, this agreement was not carried out. Some arrange- 
ment had to be made with Alfred Blyth before the second loan, 
this time for £2,000,000 could be floated in 1872. Robinson, 
Fleming and Company and Terrero agreed on June 5, 1872, 
to pay £12,500 to the Lopez estate; Blyth would advance more 
than one-half of this sum and would be reimbursed from 
proceeds of the loan. Whiffin received the money and this 
settled the Blyth vs. Whiffin case." 


The matter of the Lopez estate soon faded from public in- 
terest. After a search for the original will revealed that it had 
been destroyed at Piribebuy, the Probate Court in London 
ruled in favor of the copy on January 24, 1872; and at the 
very end of the year, on December 30, the Court issued letters 
of administration to Madame Lynch.** In the various docu- 
ments connected with the will, the value of the estate was 
given as being less than £16,000. But here the trail for the 
historian ends in the Estate Duty Office, Minford, House, West 
Kensington. For only executors, and executors of executors 
in succession, have access to papers of estates. All we know, 
therefore, is that the Lopez estate in London was approximate- 
ly £16,000 and this was the amount still in the account of 
Alfred Blyth. We do not know exactly how much Madame 
Lynch recovered, but the sum probably was not more than 
£12,000. 


The next problem was to repay Alfred Blyth whose sons 
had now taken up the case. The amount due him now had 
risen to £43,665. Robinson, Fleming and Company had set 
aside £50,000 from which to pay the Blyth claim, but they 


41 Affidavit of George Whiffin, July 12, 1872, in Blyth vs. Whiffin, 
P.R.O. C. 31/2605/4160. 


42 Calendar of the Courts of Probate and Letters of Administra- 
tion . . ., XXX, 464. 
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advanced this sum to Waring Brothers for railway construc- 
tion in Paraguay! Maximo Terrero then arranged to have 
Waring Brothers pay Blyth’s claim; but before they could do 
so, Gregoio Benites arrived from Paraguay to investigate the 
loans of 1871 and 1872. He removed Terrero as consul gen- 
eral and replaced him with an attorney, Dr. Leone Levi. By 
this time the Blyth claim, with compounded interest and other 
charges, amounted to about £48,000.** 


The Benites mission to London in connection with the loans 
became a notorious case in Paraguayan politics and involved 
the governments of Salvador Jovellanos and Juan Bautista 
Gill. We are here concerned only with his settlement of the 
Blyth claim and not with the various charges that were later 
made against him in Asuncién. Benites was no stranger to 
London. He had been chargé d’affaires from 1869 to 1871, 
and returned to London on September 13, 1872.‘' His prin- 
cipal mission was to investigate the loans and the actions of 
all involved, and with settling outstanding claims against 
Paraguay. One of his first acts was the removal of Maximo 
Terrero whom he suspected of acts inimical to the interests 
of Paraguay.'’ In the process of settling the loan business, 
he filed suit against Robinson, Fleming and Company on De- 
cember 17, 1872; however, on March 12, 1873, he accepted 
a compromise agreement which later involved him in serious 
difficulties in Asuncion.*® This agreement provided that Rob- 
inson, Fleming and Company would deliver £247,8C0 to 
Benites. Of this amount, Benites sent £125,000 to Asuncién 


43 Affidavit of Alfred Blyth, the Younger, and Henry David Blyth, 
Dec. 10, 1872, in Alfred Blyth vs. John Fleming, George Fleming, 
Henry Luke Robinson, and the Republic of Paraguay, P.R.O. C. 31/ 
2609/5922. B. No. 360. 

44 Gregorio Benites to Earl Granville, London, Sept. 15, 1872, P.R.O 
F.O. 59/32. 

45 Benites to Granville, London, Nov. 25, 1872, ibid. 


46 Republic of Paraguay vs. John Fleming, George Fleming, Henry 
Luke Robinson, and William Forrest Malcolm, Cause Book, 1872-1873, 
Cause No. 205. P.R.O. C. 32/277. For his own account, see Gregorio 
Benites, Las imposturas de Juan Bautista Gill y el informe del comité 
del Parlamento de Inglaterra en la cuestioén empréstitos del Paraguay 
(Montevideo: Imprenta de El Siglo, 1876), and his Manifiesto de Gre- 
gorio Benitez ex-ministro plenipotenciario del Paraguay . . . al pueblo 
paraguayo y da sus amigos en el estrangero (Montevideo: Imprenta de 
El Siglo, 1876). 
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and disposed of the remainder in various payments. Among 
the claims which he settled were those of Alfred Blyth, Percy 
Burrell, and Henry Valpy, which together amounted to 
£69,000 but which he managed to have reduced to £38,000.*: 
But, in the actual setthement with the Blyths, Benites paid 
£9000 on account on October 16, 1873. The balance of £8500 
which Benites agreed should be paid was to come from Robin- 
son, Fleming and Company who refused to pay.** Actually, 
Alfred Blyth had lost nothing but interest. Of about £20,000 
which he had paid to Candido Bareiro, only £3170 was his 
own money; and he had advanced £6250 to settle the claim 
against the Lopez estate. He had received £500 of this ad- 
vance, leaving a balance due him of £8,920. The Benites settle- 
ment did, therefore, return his principal. By 1907, the Blyth 
claim had grown to £256,134!'" Needless to say, none of 
this was ever paid. 


The only significant claims remaining were those of Fred- 
erick Masterman, Henry Valpy, and Percy Burrell. Masterman 
arrived in England in March, 1869, and attempted to persuade 
the Foreign Office to support a claim against Great Britain 
for failure to help him, and against Paraguay for the cruel 
treatment he had received at the hands of Lopez.*® The 
British government refused to entertain the claim.*! But Mas- 
terman renewed his efforts in 1871 and again in 1874. After 
reviewing his service to Paraguay, he asserted that in July, 
1868, “after the whole of the coin belonging to native families 
had been swept into the National Treasury, Lopez pretended 
to have discovered a conspiracy amongst the foreign popula- 
tion, and made it a pretext for arresting every person of wealth 
and position amongst them in the country.” Since foreigners 
had deposited much of their money with Charles Ames Wash- 
burn, Lopez accused Washburn of being the center of the 
conspiracy. Only fear of the United States, Masterman wrote, 


47 The agreement itself is not in the Public Record Office, but see 
Benites, Manifiesto, p. 7. 


‘* Henry T. Perkins to Secretary of State, London, Sept. 12, 1908, 
P.R.O. F.O. 371/494. 


49 Perkins to Secretary of State, London, Sept. 4, 1908, ibid. 


5° W. Stanley Masterman to Clarendon, London, Jan. 6, 1870, P.R.O. 
F.O. 59/30. 


51 Clarendon to W. Stanley Masterman, London, Jan. 16, 1870, ibid. 
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prevented Lopez from arresting Washburn. He himself suf- 
fered from several months of torture before Washburn secured 
his release. Great Britain could have helped him and other 
foreigners but refused to do so. Now he asked £10,000 in 
damages, asserting that Paraguay had ample funds from the 
loans.**? The Foreign Office gave Masterman its sympathy. 


The claims of Percy Burrell and Henry Valpy caused far 
more difficulty for Paraguay. These two engineers remained 
in Paraguay through most of the war. General McMahon in 
July, 1869, reported that both of them would like to leave but 
feared Lopez.’ They did escape on August 25, 1869, on HMS 
Cracker.' Burrell claimed £2479 for unpaid salary and pas- 
sage to England, and £5000 for illegal detention. a total of 
£7479. Valpy asked for £1695 and £5000 for illegal detention. 
Together they claimed another £1950 for work on the palace 
and for loss of their books.** Since Maximo Terrero had nego- 
tiated a loan on the security of the railway that Valpy and 
3urrell had built, they felt entitled to payment. They presented 
their claims to Gregorio Benites in 1873 and each received 
£1000 on account. Benites, they understood, would attempt 
to get more for them when he returned to Paraguay.” The 
Foreign Office instructed its minister to Argentina, George 
Glynn Petre, to bring the case before the Paraguayan govern- 
ment. Petre did so on September 18, 1882."° The claim 
dragged on into 1884, when Edmond Monson went to Asunci6n 
and presented the case to José Segundo Decoud, then Minister 
of Foreign Affairs. Decoud insisted that the claim had been 


* George Frederick Masterman to Lord Derby, Burnham, Pec. 29, 
1874, P.R.O. F.O. 59/34; Foreign Office to Masterman, Feb. 9, 1875 
and Derby to Masterman, Feb. 19, 1875, P.R.O. F.O. 59/36. 

°3 W. G. Stuart to Lord Clarendon, No. 90 Confidential, Buenos Aires, 
July 26, 1899, P.R.O. F.O. 6/283, f. 342. 

°t George Glynn Petre to Granville, No. 65, Buenos Aires, Sept. 18, 
1882, P.R.O. F.O. 6/368, f. 329. 

55 Valpy to E. Hammond, Dec. 21, 1871, P.R.O. F.O. 59/29; Augustus 
W. Oakee, “Mem. Respecting Claim of Mssrs Percy Burrell and Henry 
Valpy against the Government of Paraguay,” Foreign Office, July 6, 
1882, P.R.O. F.O. 59/39. 

56 Burrell and Valpy to Granville, London, June 16, 1882, ibid. 

57 Foreign Office to Burrell and Valpy, Oct. 28, 1882, ibid.; Petre to 
Granville, No. 65, Buenos Aires, Sept. 18, 1882, P.R.O. F.O. 6/368, 
f. 329. 
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paid and Monson discovered that Burrell and Valpy had, on 
May 6, 1873, given Benites their receipt for payment in full.** 
The receipt, signed by Burrell and Valpy, states: ‘Received 
from H. E. the Minister Plenipotentiary of the Republic of 
Paraguay the sum of one thousand pounds by bank cheque 
and one Thousand Pounds by order on Messrs. Robinson, 
Fleming and Company; amounting altogether to the sum of 
Two Thousand pounds (£2000) in full settlement of all the 
claims we have made upon the said Republic of Paraguay.” 
After seeing the receipt, Monson wrote to Decoud apologizing 
for the trouble that had been caused by pressing the claim.** 


Conclusions that: may be drawn from these legal actions 
and various claims are fairly obvious. Disregarding the ques- 
tion as to the origin of the £16,000 deposited in Scotland by 
Dr. Stewart, there is no question that it belonged either to 
Paraguay or to Madame Lynch. Dr. Stewart did indeed have 
valid claims against Paraguay; but the way to settle the claims 
was not to hold funds clearly not his own. The funds de- 
posited by General McMahon for Madame Lynch remained 
to her credit and obviously were her principal source of liveli- 
hood until her death. Although Alfred Blyth was clearly en- 
titled to the nearly £9000 he had advanced to Bareiro and to 
the Lopez estate, it is hard to see how he could in honesty 
have claimed nearly £48,000. But he did not get this huge 
sum, so perhaps justice was done after all. 


On the whole, the Paraguayan government was fortunate 
in avoiding payment of much larger sums than the small 
amounts paid to various claimants by Gregorio Benites. What 
happened in the matter of the notorious loans is another 
story, for there indeed the post-war government suffered 
severe financial losses that were to be a heavy burden for 
many years. These suits also clearly reveal that Lopez, in- 
stead of having buried huge quantities of treasure along the 
route of his retreat, had sent Paraguay’s gold to the safety of 
British banks. None of it ever returned to the Paraguayan 
treasury. 


58 Encl. No. 1 in Monson to Granville, No. 5 (Paraguay), Asuncién, 
Oct. 14, 1884, P.R.O. F.O. 59/41. 
® Monson to Decoud, Asuncién, Oct. 11, 1884, encl. No. 4 in Mon- 


son to Granville, No. 5 (Paraguay) Asuncion, Oct. 14, 1884, P.R.O. 
F.O. 59/41. 








The Correlates of Voter Participation in 


a Shantytown Barrio in Bogota, Colombia 


WILLIAM L-’ FLINN:! and ALVARO CAMACHO? 


It has been predicted that between now and 1980 the urban 
population of Latin America will increase from 130 million 
to 216 million, with more than 100 million living in shanty- 
towns.* Although Latin America has a high rate of population 
growth, a major portion of this staggering increase in urban 
population is expected to result from rural to urban migration. 


This mass migration of people from rural small towns and 
haciendas to congested urban slums gives rise to the possibility 
of massive political unrest. The poverty conditions of these 
urban slums are said to develop feelings of class conscious- 
ness, alienation, and anomie. Thus many observers consider 
these marginal barrios “breeding grounds for” or “festering 
sores of” radical political activity, particularly communism.°‘ 
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William Thiesenhusen, Marion Brown, and A. Eugene Havens for their 
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’ Nathan Miller, “The OAS Under Its New Secretary General,” The 
New Republic, 158 (March 2, 1968), p. 11. For other predictions see, 
Banco Interamericano de Desarrollo, meeting on Municipal Financing 
in Latin America, Washington, D. C., January 23 to 26, 1966, Docu- 
ment 36, El Desarrolo Urbano de America Latina, pp. 2-3. 

This view that proverty produces revolution is as old as Aristotle 
and Plato. See Aristotle, Politics, ed. translated by Ernest Baker (New 
York: Oxford University Press, 1963), p. 59; and Plato, The Republic, 
translated by A. D. Lindsey (New York: Dutton, 1951), p. 54. 
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Mangin argues that this is more myth than fact.’ One study, 
for example, demonstrates that slum voting is, in general, 
more conservative than middle class voting.® Others stress 
that shantytowns are slums of hope rather than slums of 
despair.‘ 

Although the literature contains numerous references to 
the political behavior of the urban poor, few empirical studies 
are available concerning the behavior that can be expected 
from Latin American slum dwellers.. The present paper 
focuses on voting behavior. Specifically it analyses the rela- 
tionships between personal characteristics and voter participa- 
tion among residents in a shantytown in Bogota, Colombia. 

Lipset has delineated a series of variables which several 
studies have shown to be related to voting: income, literacy, 
level of occupational skills, age, length of residence, and or- 
ganizational membership.” The better educated vote more 
than the less educated: the high income, more than the low; 
those between 35 and 55, more than the younger and older 
voters; skilled more than unskilled; older residents, more 
than new residents; members of organizations, more than 
non members. To Lipset’s list we have added church attend- 
ance, employment status, size of birth place, and political 
efficacy. (See Table 1) Political efficacy is the feeling that 
one can play a part in the decision making process which 
affects him. Persons born in urban areas vote more than 
persons born in rural areas;'’ regular church attenders, more 


° William Mangin, “Latin American Squatter Settlements: A Prob- 
lem and a Solution,” Latin American Research Review, 2 (Summer, 
1967), p. 66. 


® Norman E. Whitten, Jr., “Urbanization and Political Extremism,” 
Cambridge, Massachusetts, mimeographed, 1962. 

‘Charles J. Stokes, “A Theory of Slums,” Land Economics, 38 (Au- 
gust 1962), pp. 187-197. 

® For exceptions see, John McCamant and others, Las Elecciones del 
17 de Marzo de 1968 en la Ciudad de Cali (Cali, Colombia, Universi- 
dad del Valle, Division de Ciencias Sociales y Economicas), 1968; 
Norman E. Whitten, Jr., op. cit.; and Daniel Goldrich, R. B. Pratt, and 
C. R. Schuler, “The Political Integration of Lower Class Urban Settle- 
ments in Chile and Peru,” a paper presented at the annual meetings 
of the American Political Science Association, New York City, 1966. 

® Seymour M. Lipset, Political Man (New York: Doubleday, 1963), 
p. 189. 


10 See Ronald Freedman and Deborah Freedman, “Elements in the 
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than non attenders;'' employed more than unemployed; the 
political efficacious more than the inefficacious.'* 


Unfortunately the studies from which these generalizations 
are drawn were conducted in developed countries: United 
States, Germany, Sweden, Norway, and Finland. Thus, these 
variables may or may not have a strong influence on voter be- 
havior in lesser developed countries. Nevertheless, we hypo- 
thesize that voter participation is higher among respondents 


Table 1: SOCIAL CHARACTERISTICS CORRELATED 
WITH VOTING TURNOUT 


Higher Turnout 


1. High per capital monthly in- 
come (more than the median 
of 81 pesos) 

Literate (3 years or more) 

3. Skilled occupations 
Businessmen 
Commercial farmers 
Machinists and mechanics 
Bricklayers and Carpenters 
Taxi and bus drivers 

4. Older people (37 years and 
older ) 

5. Older residents in Community 
(3 years or more ) 

6. Members of organizations 
(one or more) 

7. Church participants (attend 
more than once a month) 

8. Urban background (born in 
area of 2,000 or more popu- 
lation ) 

9. Regularly employed (unem- 
ployed once or less) 

10. Political efficacy 


to 


Lower Turnout 


Low per capita monthly income 
(less than 81 pesos) 


Illiterate 0-3 years) 

Unskilled occupations 
Construction and manual laborers 
Servants 

Gardeners 

Peasants, subsistence 

Watchmen and guards 

Young people (less than the me- 
dian of 37 years) 

Newcomers in community 

(less than 3 years) 

Nonmembers of organizations 


Non-church participants 

(attend once a month or less) 
Rural background 

(born in area of less than 2,000 
population 

Irregularly employed 
(Unemployed two or more times ) 
Politically inefficacious 


Source: Adapted from Seymour M. Lipset, Political Man (New York: 


Doubleday, 1963), p. 189. 


who are: (1) earners of high monthly per capita incomes; 
(2) literate; (3) skilled workers; (4) older people; (5) old 


Non-Farm Population,” Rural Sociology, 21 (1956), 50-61. 
11 See Lester W. Milbrath, “Political Participation in the States,” in 
Herbert Jacob and Kenneth N. Vines, eds., Politics in the American 
States (Boston: Little, Brown, 1965), p. 137. 


12See Angus Campbell, Gerald Gurin and Warren E. Miller, The 


Voters Decide (Evanston: Row, Peterson, 1954), p. 192. 
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residents in the community; (6) members of voluntary organi- 
zations; (7) regular church attenders; (8) persons born in 
urban areas; (9) regularly employed; and/or (10) politically 
efficacious. Before examining these relationships, let us place 
them in context with a brief description of Colombian politics 
and of the social setting and methods used in the study. 


Background on Colombian Politics. There has been an in- 
creasing decline in voter participation in recent Colombian 
elections. (See Table 2) In the most recent election, less 
than 40 per cent of the electorate participated, compared with 
nearly 70 per cent in 1958. This growing apathy has been 
attributed to widespread dissatisfaction with the passive grad- 
ual reforms and nonideological policies of the National Front, 
the Liberal-Conservative coalition that has governed Colombia 
since the national referendum on December 1, 1957. Recent 
research indicates that both voters and non-voters express 
apathy and dissatisfaction toward the Front. This is especially 
true among workers. The governing parties, made up mostly 
of upper class elite, have had as their major objective the re- 
duction or elimination of the violencia, a virtual civil war be- 
tween the Liberals and Conservatives which has killed more 
than 200,000 people in the past 35 years. Under the terms 
of the National Front, both parties are equally represented 
in all judicial, legislative, and executive bodies including the 
president’s cabinet. This agreement extended to all levels 
of government: national, departmental, and municipal with 
the presidency being shared on an alternating four-year basis. 


Although the two party system has dominated Colombia 
for over a hundred years, it has become highly fractionalized 
over dissatisfaction with the National Front. The majority 
faction of the conservative party, the Ospinistas, and the 
Oficialistias of the Liberal party support the Front. The 
Alvaristas of the Conservative party and the Movimiento 
tevolucionario Liberal (MRL) of the Liberal party oppose the 
coalition. 


Though National Front agreement explicitly limits electorial 
participation to the Conservative and Liberal parties, other 


McCamant, et al., op. cit., p. 11. 
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Table 2: REGISTERED VOTERS AND ACTUAL VOTERS 
COLOMBIA, 1957-1968 


I I 
R sterec \ i 
Election voters 

1957 Plebiscite 6,080,343 4,397,090 law 
1958 Congressional 

election 5,365,191 3,693,939 68.9 60 
1958 Presidential 

election 5,365,191 3,108,567 57.9 
1960 Congressional 

election 4,397,541 2,542 651 57.8 39 
1962 Congressional 

election 5.338.868 3,090,203 57.9 45 
1962 Presidential 

election 5.404.795 2 634,840 48.8 
1964 Congressional 

election 6,135,628 2,261,190 36.9 31 
1966 Presidential 

election 6,611,352 2.649.258 40.1 
1966 Congressional 

election 6.609.639 2.939 222 44.5 38 
1968 Congressional 

election 6.973.516 2 496.441 35.8 30 


* Figure for vote in congressional elections is the total vote for candi 
dates for the House of Representatives 


Sources: National Register of the Civil state and John McCamant 
and others, Las Elecciones del 17 de Marzo de 1968 en la Ciudad de 
Cali (Cali, Colombia: Universidad del Valle, Division de Ciencias 
Sociales y Economicas, 1968), Appendix A 


parties may present themselves as factions of these two 
parties, even though they are opposed to the National Front 
agreement. For example, the Alianza Nacional Popular 
(ANAPO), and Alliance of Liberals and conservatives com 
pete for votes from both parties although its support is heavily) 
conservative. McDonald has shown that there is a trend among 
voters to support these political factions and parties which are 
not sympathetic to the National Front Several of these 
groups urge their supports to stay away from the polls as a 
protest against the coalition government. (See Table 3) This 


1t Ronald H. McDonald, ‘Political Protest and Alienation in Voting 
The Case of Colombia.” Inter-American Economic Affairs, 21 (Autumn 
1967), pp. 3-22 
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is undoubtedly partly responsible for the decline in voter par- 
ticipation. 


Table 3: POLITICAL ORGANIZATIONS AND 
ELECTORAL POLICIES, COLOMBIA 


Advocate 
Name of Anglicized Electoral 
Organization Initials Name Participation 
LEGAL POLITICAL PARTIES 
Partido Conservador Conservative Party Yes 
Alvaristas * —-—— —----— Yes 
Alzatistas * mies Fae et Yes 
Leyvistas * —  ———— — Yes 
Ospinistas * ——_—_- 1S S—s- —-—- -—- -—— Yes 
Partido Liberal —— Liberal Party 
Oficialistas —_—— Official Liberal Yes 
Movimiento Revolucion- Liberal Revolutionary 
ario Liberal MRL Movement Yes 
Linea Dura MRL Hard Line Yes 
Linea Blanda MRL Soft Line Yes 
OTHER POLITICAL GROUPS 
Alianza Nacional Popular ANAPO National Popular 
Alliance Yes 
Ejercito de Liberacion National Liberation 
Nacional ELN Army No 
Frente Unido del Pueblo FUP United Front of the 
Movimiento Democratico People No ** 
Democratic National 
Nacional MDN Movement No 
Movimiento Nacionalista Popular Nationalist 
Popular MNP Movement No 
Partido Comunista PCC Colombian Communist 
Colombiano Party ‘es '** 
Partido Social Democrata Christian Social 
Cristiano PSDC Democratic Party No 


* Named after the founder. 


** Some factions within advocated electoral participation, others 
abstained. The official FUP Line was abstention; the hierarchy of the 
Communist party advocated participation with own candidates. 


Source: Adapted from Henry Wells, ed., Colombia: Election Fact- 
book (Washington, D. C.: Institute for the Study of Comparative Politi- 
cal Systems, March-May, 1966), p. 24. Electoral policies of the vari- 
ous parties were added by the authors. 

The Social Setting and Methods. The community chosen 
for our study was Barrio Gavilan (pseudo name), a shanty- 
town in Bogota. The city planning office describes the com- 
munity as a workers’ barrio. Eighty-eight per cent of the resi- 
dents are migrants from small towns, cities, and rural areas 
in Colombia. The rest are native Bogotanos. For the migrants 
the median length of residence in Bogota is seven years. The 
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median length of residence in the barrio for all respondents 
is three years. Approximately two-fifths of the residents lived 
in the central city before moving to the barrio. Others have 
moved to Gavilan from neighboring barrios. Few moved di- 
rectly to the community from their former residence in small 
towns, cities, and farms. The barrio is characterized by in- 
complete, makeshift dwellings: inadequate water and sanita- 
tion facilities; ineffective police, fire. education, and health 
services; and poor streets. At first the neighborhood developed 
as a barrio clandestino, an illegal subdivision in which small 
parcels of unimproved land were sold without official permit. 
Later, an urbanizacion, a legal subdivision designed according 
to city specifications and provided with some public services, 
was built adjacent to the clandestine barrio. Today both of 
these developments are administered as a single governmental 
and social unit. This shantytown should be distinguished 
from another major type, invasiones or tugurios, which are 
squatter settlements on public and private lands. 


The data for this study are drawn from 99 formal inter- 
views with residents of Barrio Gavilan, in the summer of 
1966. The interviews were carried out with a randomly se- 
lected sample of the total household in the barrio. Interviewers 
were sociology students and faculty from National University 
in Bogota. Household heads were interviewed whenever pos- 
sible. 

Before any interviews were conducted, the interviewers 
spent two months in the area to establish rapport with local 
leaders, officials and residents. The interview schedule began 
with questions concerning non-political issues such as age, 
education, etc. All respondents were assured that they and 
their barrio would remain anonymous. 


Variables such as age, education, income, etc., were meas- 
ured by direct questions and categorized as shown in Table 
1. Political efficacy was measured by the following question: 

Do you feel the vote is useful or not useful in producing 
change in Colombia? 


Answers (N) 
Vote is useful 33 
Vote is not useful 62 
No answer 4 
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Of the 62 respondents who felt the vote was not useful, a 
typical statement was that. “The vote is a farce.” A young 
gardener told us, “Voting and the vote aren’t worth anything.” 
A construction worker who rarely votes said, “Don’t bother me 
with crazy questions. Everyone knows that the upper class 
makes all the decisions before the election.” 


Many of the 33 who expressed positive opinions toward the 
utility of the vote had some reservations. As one brick mason 
put it: “The vote is useful even though no one has any faith 
in those who govern.” A businessman who always votes ex- 
pressed the following opinion: “Sometimes I think the vote is 
useful, but as the cost of living keeps rising, I don’t know 
what to think.” A taxi driver said. “I vote regularly because 
the priest says I should.”’ 


Perhaps the opinions are best summed up by a factory 
worker’s statement who said. “There are no solutions to our 
problems by any of the means available. With or without 
help. things will be the same. Perhaps there will be a revolu- 
tion. Who knows?” 


Voter participation was measured by the following ques- 
tion: 


When there are elections, do you: 


Choices (N) 
a. always vote 45 

b. almost alwavs vote 9 
c. rarely vote 23 
d. never vote 20 
no response 2 


Respondents who always vote and those who almost always 
vote were categorized as high voter participants. Those who 
rarely vote or never vote were classified as low voter partici- 
pants. 


Findings. The data (see Table 4) support only four of the 
hypothesized relationships: members of voluntary organiza- 
tions, church participants, regularly employed workers and 
the politically efficacious respondents have a propensity to 
vote. Although it was predicted that the residents who had 
resided in the community longer vote more regularly, the 
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opposite was actually observed. No consistent tendency was 
observed among earners of high per capita monthly income 
skilled workers. literates. older people. or persons of urban 
origins. 
Table 4: PROPORTIONS AND Z SCORES BETWEEN PERSONAL 
CHARACTERISTICS AND HIGH VOTER PARTICIPATION 
BARRIO GAVILAN, COLOMBIA, 1966 


Personal Characteristics N P rtic pation Z Score 

1. Per Capita Monthly Income 
High earners 45 62 1.07 
Low earners 45 51 

2. Education 
Literate 38 58 24 
Illiterate 56 55 

3. Occupational status 
Skilled workers 56 54 — 43 
Unskilled workers 36 58 

4. Age 
Older people 48 54 - .29 
Younger people 49 57 

5. Length of residence in community 
Old residents 49 47 -1.77* 
New residents 48 65 

6. Organizational membership 
Members 20 80 2.89** 
Non-members 77 49 

7. Church participation 
High participants 73 63 2.68** 
Low participants 24 33 

8. Area of Origin 
Urban 42 54 — .93 
Rural 55 56 

9. Employment status 
Regularly employed 53 66 232 
Irregularly employed 43 43 

10. Political efficacy 
Politically efficacious 51 81 4,10°** 
Politically inefficacious 42 42 


‘A difference of proportions tests was used to obtain the Z values 
See Hubert M. Blalock, Social Statistics (New York: McGraw Hill 
1960, pp. 176-179. 


* Significant at the .05 level, with a one-tail test of probability 
** Significant at the .01 level, with a one-tail test of probability 
*** Significant at the .001 level, with a one-tail test of probability 
There are three fundamental questions about these findings 
1. Why are membership in voluntary organizations, church 
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participation, regular employment, and political efficacy re- 
lated to high voter participation? 


It is understandable that people who attend religious serv- 
ices often are more likely to vote than are persons who seldom 
or never attend. The Catholic church makes it the duty of 
each priest to remind his parishioners of their moral obliga- 
tions regarding voting behavior.'’ For example, the parish- 
ioners obligations include going to the polls, voting for a 
worthy candidate, not selling his vote, etc. The priest is ex- 
pected to abstain from favoring a particular party except 
when a particular party is openly hostile to the religion. In 
actuality, however, the bishop often sends instructions to pas- 
tors when controversial persons and issues are at stake. 

It is also reasonable that members in voluntary organiza- 
tions are more likely than nonmembers to vote. One can infer 
that organizational members are more aware of political 
processes and tend to participate more fully in it. 


People who feel that they can influence the decision making 
processes which affect them, are more likely to vote than are 
persons who feel such influence is beyond their grasp. Re- 
searchers have frequently observed a relatively high incidence 
of nonvoting and expression of disinterest among the lower 
socio-economic status categories. This apathy or indifference 
is in part attributed to a feeling that their vote will have no 
effect. 


Regularly employed workers are more likely than the un- 
employed to vote. The regularly employed have security of 
income and a stake in the existing system. Therefore, it is to 
be expected that they will support the political system by par- 
ticipating in it. Similar findings have been reported by other 
writers. Zeitlin, for example, found that Cuban workers who 
experienced the most unemployment during the pre-revolu- 
tionary years were the ones who were most likely to support 
the revolution." 


15 Gustavo Jimenez, “The Role of the Rural Parish Priest as an Agent 
of Social Change in Central Colombia,” unpublished Ph.D. dissertation, 
University of Wisconsin, Madison, 1965, p. 103. 

16 Maurice Zeitlin, “Economic Insecurity and the Political Attitudes 


of Cuban Workers,” American Sociological Review, 31 (February 1966), 
pp. 35-52. 
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2. How can the unexpected finding that newcomers to the 
community are more likely than older residents of the com- 
munity to vote be accounted for when it is counter to the 
findings of other studies? 


In our study, more newcomers than old residents in the 
community are satisfied with their present residence. The 
newcomers to Barrio Gavilan are also more satisfied with their 
incomes than older residents. Other research indicates that 
the newcomers to Barrio El] Carmen in Bogota are less anomic 
than the old residents of the community." 


Perhaps recent arrivals to the barrio believe they have ex- 
perienced upward social mobility by moving to the community. 
Research indicates that migrants from the central city slums 
have experienced upward social mobility prior to their move 
to the shantytown fringe and further suggests that these 
marginal barrios may be “shantytown suburbs.’”** This in- 
crease in status and a higher standard of living may tend to 
increase aspirations. Instead of their rate of achievement 
increasing with length of residence in the community, it de- 
creases or remains the same. This causes a drop in expecta- 
tions among the old residents of the community. To put it in 
de Tocqueville’s words: “Evils which are patiently endured 
when they seem inevitable become intolerable when once the 
idea of escape from them is suggested.”'’’ Thus, it may be 
hypothesized that the longer the residents remain in the shanty- 
town, the more they show feelings of political alienation be- 
cause they realize that any additional upward mobility is im- 
probable. 


3. Why are there no significant tendencies among earners 
of high monthly per capita incomes, skilled workers, the liter- 
ate, older people, or persons of urban origins to vote which is 
counter to the findings obtained in the developed nations? 


17 William L. Flinn, unpublished data on Barrio E] Carmen in Bogota, 
Colombia, University of Wisconsin, Department of Rural Sociology, 
Madison, Wisconsin. 

18 William L. Flinn, “The Process of Migration to a Shantytown in 
Bogota, Colombia,” Land Tenure Center Research Paper No. 53, Uni- 
versity of Wisconsin, Madison, July 1968. 


19 A, de Tocqueville, The Old Regime and the French Revolution, 
translated by John Bonner (New York: Harper and Bros., 1856), p. 214. 
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A partial explanation may be that Barrio Gavilan is a work- 
ing class neighborhood and does not represent wide range of 
occupations or incomes. In the case of occupational status, 
difficulty was encountered in trying to classify the respondents 
as skilled or unskilled because of the lack of a wide range of 
skill in their occupations. The same problem was observed 
in the variables of income and education. Few respondents 
possessed more than four years of education and most had 
monthly per capita incomes around the median of 81 pesos or 
$4.06 (U.S.). 


Discussion. The objective of this study was to identify some 
of the factors associated with voter participation in a slum 
barrio in Bogota, Colombia. The data indicate that political 
efficacy, church attendance, organizational membership, and 
regular employment are positively associated with voting. 
Perhaps the most interesting finding is that newcomers to 
these slums are more likely to vote than older residents. This 
may be because newcomers feel they have experienced upward 
mobility in moving to these peripheral slums, whereas older 
residents have become disillusioned as to the prospects for 
further upward mobility. If this is true, the question arises as 
to what political behavior can be expected as the present and 
future waves of migrants also become disillusioned and dis- 
satisfied. 


Students of revolution argue that such frustrated expecta- 
tions are the antecedents of revolt.*’ Another alternative may 
be that new non-revolutionary political parties will form and 
seek the allegiance of these groups, offering ameliorative pro- 
grams and change. It is also possible, with the demise of the 
National Front in 1974, that the dissatisfied and politically in- 
active elements may be recruited into the political system as 
supporters of existing parties and factions. 


20 See James C. Davies, “Toward a Theory of Revolution,” The Ameri- 
can Sociological Review, 27 (February 1962), 5-13; and Raymond Tan- 
ter and Manus Midlarsky, “A Theory of Revolution,” Journal of Con- 
flict Resolution 1 (September 1967), p. 265-280. 











Income Tax Evasion in Chile: An Estimate 


By RONALD B. GOLD* 


Personal income taxation is regarded as a means of raising 
substantial amounts of revenue while at the same time 
ameliorating, or at least not aggravating, income inequality. 
In accordance with this view, personal income taxation has 
been officially encouraged under the Alliance for Progress. 
However, in the nineteen Latin American countries imposing 
personal income taxes. revenue yields have been disappoint- 
ingly low while income distribution effects have at best been 
modest.' Among the reasons mentioned for the low yields 
are high personal exemptions relative to per capita incomes, 
low starting rates of tax, excessive use of tax incentives and 
ineffective tax administration resulting in widespread tax 
evasion.“ 


In this paper, the causes of low income tax yields are 
evaluated for one Latin American country, Chile. As is shown, 
the overwhelming cause of low income tax yields is massive 
tax evasion. More income is concealed from the tax authorities 
than is reported to them. If the income tax laws of the coun- 
try could be effectively enforced, personal income taxation 
would be a more significant source of revenue in Chile than 
it is in most countries of the world. 


* Assistant Professor of Economics, The Ohio State University. I 
became interested in this subject while in Chile as a research associate 
for the Harvard Law School International Tax Program under contract 
AID/1a394 with the Agency for International Development. The views 
expressed in this article are not necessarily those of the Agency for 
International Development 

1See: Rajanikant Desai, “Fiscal Capacity of Developing Countries,” 
and Richard Goode, ‘‘Personal Income Tax in Latin America.” in Joint 
Tax Program, OAS/IDB/ECLA, Fiscal Policy for Economic Growth in 
Latin America, (Baltimore: The Johns Hopkins Press, 1965) pp. 43- 
64 and 157-181. 
2 Goode, op. cit. 
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The Chilean Tax System. In common with a number of 
other Latin-American countries, Chile imposes schedular taxes 
on labor and capital incomes. A tax of 3.5% is levied on 
wages while income from unincorporated capital is subject 
to a 20% tax.® There is also a 7% tax on self-employed pro- 
fessional persons. All forms of income, net of schedular taxes, 
are subject to a progressive, global complementary tax with 
marginal rates of from 10% on the first five vital salaries of 
income to 60% on income above eighty vital salaries. (A 
vital salary is equal to about $500.)‘ In addition Chile im- 
poses a tax on presumed income from personal wealth. Under 
this tax, wealth is presumed to earn an 8% return which is 
subject to marginal tax rates of from 20% to 35%. 


In some aspects, there appears to be fewer legal possibilities 
for erosion of the tax base than exist in the United States. 
For example, Chile taxes imputed rent on owner-occupied 
homes. Imputed rent is presumed to be 5% of the value of 
homes. There is also a presumed rate of return of 10% on 
agricultural lands while commercial real estate is subject to 
a minimum presumed return of 7%. There are no personal 
deductions such as charitable contributions, or medical ex- 
penses, as in the United States. Employee social security taxes 
are deductible for tax purposes; however, social security pen- 
sions are fully taxable. There is a special treatment for capital 
gains. Gains on sales of assets held more than one year are 
taxed at a flat rate of 20% Rollovers are permitted on sales 
of owner-occupied homes and gains from the sales of corporate 
shares are exempt. Capital losses are deductible only against 
capital gains. In recent years, the Chile stock market has been 
falling and few capital gains in aggregate are believed to have 
occurred. Capital gains tax revenues were well below one 
million dollars in 1968. In view of the insignificance of reve- 
nues involved and the uncertain existence of net capital gains, 
both are ignored in this paper. 


3 The description of the income taxes is based on the Income Tax 
Law of 1964. 


+Tax brackets are stated as vital salaries, rather than escudos, the 
local currency, in order to allow for inflation without constant changes 
in the law. The escudo equivalent of a vital salary is adjusted annually 
in accordance with changes in the consumer price index. 
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Despite the array of income and wealth taxes, revenues 
from income taxes have been small. All the above mentioned 
taxes combined yielded revenues equal to 3.1% of personal 
income in 1965.° The comparable U. S. figure for Federal 
personal income tax revenues in 1965 is 10.5% of personal 
income.° 
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The Chilean Tax Base. There are no firm estimates of the 
number of persons paying one or more of the various income 
taxes. Capital income tax was paid by roughly 80,000 tax- 
payers in 1965 while wage and professional taxes were paid 
. by between 500,000 and 700,000 persons. About 200,000 
persons paid global complementary tax, most of whom also 
paid schedular taxes as well. Around 90,000 persons were 
subject to wealth tax in 1965; however, it is not known to 
what extent this was simply an additional tax on persons 
subject to other income taxes rather than an expansion of 
the tax base. The maximum number of taxpayers was thus 
approximately 800,000 or about 9% of the population. 
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The small number of taxpayers is for the most part due to 
the relatively high exemptions permitted under the schedular 
and global complementary taxes. Schedular taxes are not 
paid by persons receiving less than one vital salary of income. 
As much as 40% of the income-earning population is esti- 
mated to earn less than this amount. Nevertheless, the re- 
moval of large numbers of income-earners from the tax roles 
neet not result in a sizeable reduction in potential revenues 
if their share in total income is small.’ In this case, persons 
receiving less than one vital salary accounted for less than 
10% of personal income in Chile. Another factor limiting 


5 The year 1965 was the most recent year for which published reve- 
nue and personal income data were available as of the beginning of 
1968. Unless otherwise noted, revenue data are from: Servicio de 
Impuestos Internos de Chile, Boletin de Estadistica Tributaria: 1965. 
Personal income data are from: Corporaci6n de Fomento de la Produc- 
cion (CORFO), Geografia Economica de Chile: 1966. pp. 103-117. 

6 Board of Governors, Federal Reserve System, Federal Reserve Bul- 
letin, November, 1966. pp. 1679 and 1707. 

7 See: -Vito Tanzi, “Personal Income Taxation in Latin America: 
Obstacles and Possibilities,’ National Tax Journal, Vol. SIX, June, 
1966, pp. 156-162. 

8 All income distribution figures are from CORFO, op. cit., pp. 108- 

110. 
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revenue losses is the all-or-nothing nature of the exemptions. 
While persons receiving less than one vital salary are exempt, 
persons receiving more than one vital salary pay schedular 
tax on all their income including the first vital salary. 


Only the global complementary tax discriminates by family 
size. There is a credit of 10% of a vital salary for a single 
person, 30% for a married couple, and 5% for each child. 
Since the first bracket rate is 10% on the first five vital salaries 
of income, a married couple with two children doesn’t pay 
this tax until family exceeds four vital salaries. About two- 
thirds of the families in Chile receive less than this amount. 
However, the remaining one-third account for about 70% 
of personal income in the country. 


Certain forms of income are partially exempt from income 
taxes. These include income from construction of certain 
types of housing and certain civil service allowances. Some 
of these forms of income are exempt from schedular taxes and 
all are exempt from the direct effects of the global comple- 
mentary tax. However, they must be reported on the global 
complementary tax return and added to other income for the 
purpose of calculating the average rate of tax applicable to 
fully taxable income. There are other forms of income, pri- 
marily capital income, exempt from all taxes and which need 
not be reported to the tax authorities. There are also rebates 
of social security taxes in the form of childrens’ allowances 
which are not reported for tax purposes. Nevertheless, neither 
the existence of exempt forms of income nor the relatively 
high personal exemptions are primary causes of low income 
tax yields in Chile. 


Estimate of Tax Evasion. To estimate tax evasion, full and 
partially taxable income is first derived from personal income 
by netting out sources of legally unreported and untaxed in- 
comes. The first line of Table I shows personal income for 
1965. From this figure are subtracted estimates for personal 
income going to families receiving less than one vital salary, 
unreported forms of exempt income, and childrens’ allow- 
ances.” As is shown, the resulting estimate of full and partially 


® The estimate for unreported exempt income is from the Chilean 
internal revenue service. No estimate for childrens’ allowances paid 
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taxable income is not much less than total personal income. 


An estimate is then made of full and partially taxable in- 
come actually reported to the tax authorities. No figures are 


Table I: ESTIMATED AND REPORTED 
TAXABLE INCOME IN 1965 
(Millions of Escudos) 


Personal Income 16,526 
Deduct: 
Unreported Exempt Income 150 
Family Incomes Below One Vital Salary 272 
Childrens’ Allowances 320 
Total Deductions 742 
Estimated Full and Partially Taxable Income 15,784 
Reported Income 
Wages (125.9 ~ 3.5% ) 3,583 
Professional Income (14.1 ~ 7% ) 201 
Capital Income 1,234 
Total Reported for Income Tax 5,018 
Additional Income Due to Wealth Tax 836 
Total Reported Income 5,854 


Unreported Taxable Income 
(Difference between Estimated Unreported 


Taxable Income and Reported Taxable Income ) 9,930 
Estimated Taxable Income as a Percentage 

of Personal Income 95.5% 
Reported Income as a Percentage of 

Personal Income 35.4% 
Unreported Taxable Income as a Percentage 

of Reported Income 169.6% 


available for wage and professional income subject to tax. 
However, since all wage taxes and the bulk of professional 
taxes are withheld at flat rates of 3.5% and 7% of income 
respectively, taxable income estimated by dividing wage and 
professional tax revenues for 1965 by the corresponding tax 
rates. The results are shown in Table I. The same procedure 
cannot be followed for capital income since the schedular 


in 1965 was available as of the beginning of this year. I therefore took 
the 1964 total and adjusted it upwards by 38.4%, the percentage change 
in the consumer price index in 1964 and the vital salary adjustment 
for 1965. No deduction was made for childrens’ allowances paid to 
families receiving less than one vital salary. Source of data: Direccion 
de Estadistica y Censos, Boletin: Sinopsis, 1964. 
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tax on capital income does not apply to dividends, certain 
exempt income or, because of a credit for property taxes, im- 
puted rent on owner-occupied homes. Moreover, much of 
the data for the schedular tax on capital is based on returns 
filed only during the first four months of the year, therefore 
excluding large numbers of taxpayers. All these forms of 
income are reported for the global complementary tax. Global 
complementary tax data give incomes of persons who list 
their main source of income as being derived from capital.’° 
This is used as an initial estimate of reported capital income 
on the hopeful assumption that the implied over-statement 
of capital income actually received by these taxpayers com- 
pensates for uncounted capital income received by persons 
who list their major source of income as wages or professional 
income on these global complementary tax returns. Since 
schedular taxes paid are deductible under the global comple- 
mentary tax, the initial estimate must be adjusted upwards. 
It is not clear how much capital income derived from global 
complementary tax returns really is subject to schedular tax 
to avoid the possibility of understatement, all estimated capital 
income is presumed to have been subject to schedular tax and 
adjusted upwards. The tax on capital income is not collected 
on a withholding basis so that schedular taxes paid in 1965 
represent tax liabilities on 1964 income. In making the ad- 
justment it is assumed that the 20% on 1964 capital income 
paid in 1965 is equal to 20% of 1965 income.": Accordingly 
the initial estimate is raised 25% and the results shown in 
Table I. 


Effects of the Wealth Tax. In 1964, Chile imposed a tax 
on presumed income from wealth. One of the purposes of the 
tax was to reach incomes that by reason of exemptions or 
evasion had escaped income tax. In an attempt to limit the 


10 Data are from tables to be published in: Servicio de Impuestos 
Internos, Boletin de Estadistica Tributaria; 1966. 


11 At first this procedure appears highly suspect. Chile experienced 
an increase of 25.9% in the consumer price index in 1965, implying 
a similar increase in money incomes compared to 1964. However, 1965 
tax liabilities payable in 1965 were raised 19.2% as an inflation adjust- 
ment. The inflation adjustment almost cancels out the effect of the 
rise in money incomes on the presumed ratio! 


1.192 
20% 1.259 = 19% 
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tax to otherwise untaxed income, taxpayers were allowed to 
credit one half their global complementary tax against the 
wealth tax. Persons subject to wealth tax reported 8.3 billion 
esudos of personal wealth according to declarations filed at 
the end of 1964. These same declarations have provided the 
basis of the wealth tax through 1968. Presumed income for 
1965 derived from the reported wealth is estimated by multi- 
plying the above figure by 8%, the legal, presumed rate of 
return, and then adjusting the product to allow for the 25.9% 
rise in the consumer price index in 1965. It is unlikely that 
the resulting figure of 836 million escudos represents entirely 
untaxed income. For example, a family’s income may be 
fully subject to schedular taxes but because of family size, not 
pay global complementary tax and thus not receive a wealth 
tax credit. Since the exemption under the wealth tax is small 
— nine vital salaries — many such families probably pay 
wealth tax. Nevertheless, to avoid understatement the entire 
amount is assumed to be an addition to the income tax base 
and included in Table I as part of reported income. 


The difference between estimated taxable income as derived 
from personal income data and income reported to the tax 
authorities becomes the estimate of unreported taxable income 
in Chile. As is shown in Table I, unreported taxable income 
is far greater than income actually reported. Estimated full 
and partially taxable income as shown in Table I, is equal to 
95.5% of personal income in Chile, representing a smaller 
erosion of the income tax base through legal exclusions than 
exists in the United States.'? However, as a result of massive 
tax evasion, reported income is only 35.4% of personal in- 
come. It appears that the Chilean tax authorities miss about 
$1.70 in full or partially taxable income for every dollar they 
uncover. 


Consequences of Evasion. Revenues from schedular, global 
complementary and wealth taxes in 1965 totaled 506 million 
escudos. As shown in Table II, this represents 8.7% of re- 
ported 1965 incomes but only 3.1% of personal income. If 


12 Adjusted gross income in the United States is less than 90% of 
personal income. See: ".S. Congress Joint Economic Committee. The 
Federal Tax System, Facts and Problems 1964, (Washington, D. C., 
U.S. Government Printing Office, 1964) p. 23. 
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there had been no evasion and the government had collected 
the same percentage of estimated taxable income as it did 
from reported income, revenues would have been about two- 
and-one-half times higher than they actually were.’ 


Table Il: REVENUE EFFECTS OF EVASION 
(Millions of Escudos ) 


Income Tax Revenues in 1965 506 
Revenues as a Percentage of 1965 Reported Income 8.7% 
Revenues as a Percentage of Personal Income 3.1% 
Projected Revenues if no Evasion 1,376 
Projected Revenues as a Percentage of Personal Income 8.3% 


U.S. Personal Income Tax Revenues as a Percentage of 
1965 Personal Income 10.5% 


As shown in Table II projected revenues in the absence of 
evasion would be 8.3% of personal income. This is about 
80% of the U. S. ratio of income tax collections to personal 
income for the same year. The income tax laws, if fully en- 
forced would thus have been a more significant source of 
revenue for Chile than income taxation is for most countries 
of the world. Ineffective enforcement reduced yields to slightly 
more than one-third of their potential. 


The disparity that exists between actual tax revenues and 
revenues in the absence of evasion is not the result of all tax- 
payers paying on the same small share of their incomes since 
not everyone has equal opportunities to evade. For example, 
wage taxes are withheld and taxable real property is subject 
to minimum presumed rates of return. Some probably pay 
tax on most or all of their incomes while others pay on little 
or none. Rather than reducing income inequality, income 
taxation in Chile has created a serious new inequality between 
those who pay and those who evade their lawful tax liabilities. 

Conclusion. Any attempt to estimate evasion in an under- 
developed country runs the risk of errors due to the possible 
unreliability of the data employed. In particular, the large 





13 Actually over one-half of 1965 revenues were based on 1964 tax 
liabilities. The above estimate is thus based on the assumption that 
evasion in 1964 was no less in scope than evasion in 1965. There is 
no reason to believe this is not a fair assumption. 
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estimate for unreported income may in part be the result of 
inaccuracies in Chilean personal income statistics. However 
even sizeable errors should not alter a conclusion that tax 
evasion is the overwhelming cause of poor income tax yields 


in Chile 








The Illusions about the Role of Integration 
in Latin America’s Future 
By WILLIAM WOODRUFF and HELGA WOODRUFF* 


In recent years many appeals have been made by the political 
leaders of the United States for greater economic progress in 
Latin America. The economic integration of that area has be- 
come a major goal of United States foreign policy. Unfor- 
tunately, the growing stress placed by the United States gov- 
ernment upon economic progress in Latin America overlooks 
the fact that there are many kinds of progress, not always 
mutually compatible; and that progress itself is a very un- 
usual and conditional affair. 


It is our belief that the present economic policy of the 
United States towards the countries of Latin America is based 
upon a wrong diagnosis of their economic ills and a wrong 
prescription for their cure. 


The diagnosis and the cure offered by those who speak for 
the American government, and for the United Nations Eco- 
nomic Commission for Latin America, might be summarized 
as follows: 


The overwhelming dependence of Latin American 
countries upon the demands of the industrialized 
centers of North America and western Europe has 
placed Latin America in an economically weak posi- 
tion (usually the fate of countries which place “too 
many eggs in one basket”). New strength, so the 
argument continues, can only be obtained by eco- 
nomic integration which would lead to greater trade 
and the promotion of industrialization. On the 


* Professor Woodruff is Graduate Research Professor in Economic 
History at the University of Florida. 
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grounds of equity (as well as economic efficiency ) 
it is now up to the industrial centers of the western 
world, such as the United States, to assist this move- 
ment, not only by financial support but also, and 
more importantly, by trade concessions. Only thus 
can the United States obtain more stable neighbors, 
and, in doing so, provide a sound defense in this 
hemisphere against Communism. 


It seems to us that this is an oversimplification of a most 
complex historical and economic situation. Worse still, it 
looks at Latin America’s economic problems from the stand- 
point of the industrialized and largely urbanized communities 
of the northern hemisphere. But to fasten a European and 
North American pattern of economic growth and development 
upon twentieth century Latin America, would be to assume 
that the United States and European countries have the only 
rational economic system and that all others are the results 
of ignorance or error. Nothing could be more absurd or more 
misleading. The fact of the matter is that there is no norm, 
no inevitable goal. which Latin American countries have some- 
how failed to reach, or for that matter to which they should 
struggle. 


The wealth of the United States is not so much the result 
of superior economic knowledge, or the application of a ra- 
tional economic process. It is rather the result of a unique 
historical situation. World colonization by the Europeans and 
North Americans is the crucial and neglected factor explain- 
ing economic growth and development in recent times. The 
idea that all will be well if Latin American countries will only 
“do as we did” is based upon a misreading of history. Much 
of the high tide of human progress over the past century must 
surely be traced to the bringing into cultivation of vast, new 
fertile regions of the world, to the tapping of enormous new 
mineral deposits, and to the introduction of new forms of 
transport and power. It was the wealth thus obtained, and 
so rapidly put to use to industrialize and to urbanize great 
parts of America, that enabled the American people, however 
temporarily, to set aside the basic “law” of political economy 

diminishing returns. But that was a finite phase of history 
which did not depend so much upon rational theory as upon 
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historical circumstance and good fortune. During the nine- 
teenth century it was this new and highly profitable inter- 
relatedness developed between industrializing western Eu- 
rope (as well as the northeastern parts of the United States ) 
and the primary-producing, lightly settled areas of the Ameri- 
cas, South Africa, and Australia that provided much of the 
bounty of western Europe and North America. 


The economic integration of the United States in the nine- 
teenth century (the United States being the first great Com- 
mon Market) did not precede but followed this movement. 
The efforts towards the economic integration of Latin America 
today are being made in entirely different circumstances. 
Most Latin American countries are relatively poor and lack 
an extensive, available frontier of rich natural resources. Nor 
do they face the same external, political challenge and threat 
that faced developing countries such as Germany and Japan 
in the nineteenth century, or Israel today. The manifold his- 
torical problems which caused (and still do cause) Latin 
America to remain divided are not likely to disappear with 
economic integration. 


Moreover, the development of Latin America might well 
be hindered by a growing nationalism. While a fierce na- 
tionalism may encourage the development of a_ particular 
country, it will almost certainly militate against the economic 
integration of the Latin American republics. Regardless of 
the growing stress placed by economists upon national income 
and national economic growth today, it is not the political 
entity that has caused economic growth during the past hun- 
dred years, but the interrelatedness of continents. On this 
score alone twentieth century Latin America, we believe, is 
at a serious disadvantage compared with nineteenth century 
Europe and North America. With the best of intentions and 
the most efficient and honest international bureaucracy, one 
cannot hope to recreate the favorable circumstances that North 
America and western Europe knew at an earlier stage of their 
history. No economic prescription can hope to do that. De- 
velopment is not a theory, it is an historical process. 

Meanwhile, an air of fantasy dominates present United 
States policy towards Latin American economic integration. 
Part of this comes from false historical analogy; i.e., gen- 
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eralizing from the favorable and unique circumstances of 
United States history and the ready availability of United 
States wealth. “The miracle of fecundity,” which is United 
States history (and upon which so much of our present eco- 
nomic theory and international planning is based ) has in fact, 
encouraged many American economists to extrapolate the 
extraordinary curve of progress of the last century of the 
Western world into the future of the whole world. From this 
springs the idealistic outlook of the economists and techno- 
crats who have had singular power and influence in determin- 
ing United States policy as well as the policy of the Economic 
Commission for Latin America and the Latin American Free 
Trade area. It is largely their doing that the idea of scarcity, 
which has always been at the center of economic theory, 
should have been replaced by the idea of plenty; that the op- 
tion of difficulties, which is largely what economics is about, 
should have given away to a discussion of ideal, universal 
solutions. Some of these government specialists are more to 
be pitied than blamed. Not least because these things are ex- 
pected of them; even more so, if they are eventually deluded 
into believing that they possess the powers to create economic 
change. 
* x * * 

It is this lack of historical sense that has led some econom- 
ists, when speaking of the role of the United States in Latin 
American economic integration, to place an unjustifiable em- 
phasis upon industrialization and urbanization as the primary 
and the true source of economic progress. Sometimes with 
the fervor of Old Testament prophets, the argument is put 
forward that “come what may” industrialization must be ad- 
vanced by the countries of Latin America, and that to facili- 
tate this development, economic integration is essential. 











Quite apart from the ambiguity that surrounds this term 
industrialization, it seems to us no argument to say that be- 
cause industrialization became the dynamic factor in the north- 
ern hemisphere at one period in history, it must necessarily 
become the dynamic factor in Latin America today. There 
is a false assumption that industrialization is the cause and 
not the effect of economic development. Some economists 
have become so obsessed with the idea of industrialization 
being the El Dorado of the modern age that they have for- 
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gotten that it takes an already rich country to industrialize 
and eat well at the same time. 


The trouble is that industrialization has become the new 
alchemy. It plays the role that chemistry played in the Middle 
Ages. Because industrialization (numerically at least) shows 
the most rapid rate of “growth” or maximum income, whereas 
agriculture (the means by which most of us still live) is re- 
ferred to in current economic dogma as “the least productive 
sector of an economy,” we are asked to believe that industriali- 
zation is a desirable process of change regardless of its rele- 
vance to the total economy of a country or of that country’s 
historical situation. 


The fact is that the circumstances in which industrializa- 
tion became the dynamic factor in the northern hemisphere 
and those in Latin America today are entirely dissimilar. The 
countries which industrialized in the nineteenth century had 
the wealth to industrialize, as well as the technical traditions 
and a favorable social environment. They did not become 
rich simply because they industrialized; the first countries to 
industrialize were already relatively rich. And they were rich 
because of the unique way in which they had become inter- 
related with the primary producing areas of the nineteenth 
century world. For those who appeared late on the interna- 
tional scene in the nineteenth century (we are thinking of 
Japan and Germany ) industrialization could only be achieved 
by great sacrifice. 

In any event, discussions about the industrialization of 
Latin American countries, which supposedly will be encour- 
aged by economic integration, are carried on remote from 
the cost of induced development. If we want to know what 
it costs to develop a country in the absence of those favorable 
nineteenth century conditions to which we have referred, we 
only have to look at Israel, remembering that Israel is minus- 
cule when compared with the whole of Latin America (it is 
smaller in size and numbers than El] Salvador). Now if it 
has taken such a gifted people as the Israelis — determined 
as they are — to come as far as they have, with the extra- 
ordinary financial assistance they have received, one is 
prompted to ask (even in narrow financial terms) what fan- 
tastic sum is required to obtain an equal advance throughout 
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the countries of Latin America? The United States does not 
possess the equivalent amount of ready money (measured 
per head of Latin American population ) that it and the coun- 
tries of western Europe have made available to the Israelis 
since 1948. Moreover, whether we are discussing the strik- 
ing development achieved by the Israelis in recent times, or 
that made by the Mormons of Utah at an earlier date, we can- 
not overlook the fact that much was achieved by these two 
peoples because their major goals were not economically 
oriented goals. Because of this it is unrealistic, we feel, to 
expect or even encourage anything but a very modest increase 
in the industrialization of most Latin American countries. 
Economic integration will not begin to solve the problem of 
the cost of induced development. 


Undoubtedly, a degree of industrialization will proceed in 
Latin America. But its path, we believe, will be utterly dis- 
similar from that taken by industrializing societies at an 
earlier period. It was one thing for the Japanese to make the 
leap to Western levels of industrialization in the nineteenth 
century (which largely consisted in the mechanization of 
already present traditional industries) and an entirely differ- 
ent thing for the Latin American countries to make the leap 
today. Moreover, the Japanese were already poised for rapid 
development; like the Israelis in more recent times they faced 
the threat of complete subjugation; they had the advantage 
of internal unity and they possessed a strong central govern- 
ment. In addition, Japan (as well as Russia and Israel) was 
spared the intrusion of what is called ‘North American mod- 
ernization” with its stress upon consumer goods rather than 
work and sacrifice. If the purpose of private, direct United 
States business investment in Latin America is to introduce 
the technology of consumption rather than production, those 
investments will simply increase rather than reduce the eco- 
nomic problems of Latin American countries. In the United 
States industrialization and what is called “modernization” run 
together. The manufacture of color television in the United 
States, for instance, makes economic sense because the Ameri- 
cans can make it and pay for it. Color television in the under- 
developed world (where there is no such parallel development 
between industrialization and what is called “modernization’”’ ) 
makes economic nonsense. This is where industrialization 
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(especially if it is concerned with the technology of consump- 
tion) might completely distort an economy. Some Latin 


American countries seem to have the worst of all worlds so 


far as the strategy of development is concerned. They can 
neither afford to develop their own economy. nor are they able 
to isolate themselves from the flood of consumer goods pro- 
duced by United States capital in Latin America or imported 
from overseas 


Many of those who speak for the United States government 
have not only tended to disregard the problems surrounding 
induced development in Latin America. they have also cast 
their hopes too high in expecting to find relief for Latin Ameri- 
can trade. Certainly, what trade expansion has taken place 
thus far gives no basis for such optimism. It simply won’t do 
to point to the success of the Zollverein or of the European 
Economic Community to prove that “what is not, can be.” 
The Zollverein and E. E. C. were integrating what was. 
L.A.F.T.A.. on the contrary. is attempting to integrate what it 
hopes will be. In this sense. L.A.F.T.A. is an ideal. far re- 
moved from the realities of the Latin American world. More- 
over, for economic integration to substantially increase the 
external trade of Latin American countries it would be neces- 
sary to recreate the special and perhaps non-recurring trade 
conditions that existed between parts of the nineteenth cen- 
tury Western world: conditions on which. alas. so much trade 
theory is still based. To the argument that the United States 
ought to provide trade concessions on grounds of equity, we 
can only say that no matter how laudable equity sounds as 
a principle, it has never determined the foreign policy of sov- 
ereign states. It is one thing to strive for an ideal world, and 
another thing to assume that the ideal world has arrived. 
International idealism cannot be the axiom of United States 
foreign policy. 


Economic integration has a role to play in the future of 
Latin America, but, unless one blinds oneself to certain his- 
torical and economic facts. that role must continue to be an 
unimportant one for many years to come. Not least because 
the historical developments of Western man in the North 
Atlantic have created a deep and pervasive interrelatedness 
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with Latin American countries. This is where so much talk 
about Latin American economic integration or the economic 
integration of South with North America fails to appreciate 
the much wider view that must be taken of Latin America’s 
future, as those familiar with the trade patterns of Latin 
American countries know. That future, it appears to us, will 
be determined not so much by Latin American economic inte- 
gration, but rather by the developments within the different 
countries, and by the role that Latin American countries will 
continue to play in the life of the whole Atlantic community. 
Unless a fierce nationalism comes to dominate Latin Ameri- 
can politics, the external economic ties with Europe and North 
America will continue to play a greater role in the economy 
of Latin America than an integrated internal market. Absence 
of economic integration is not an important source of Latin 
American economic ills; its growing adoption can only have 
a most limited effect, and talk about “the tricks of growth” 
should not be allowed to delude anyone into believing any- 
thing else. 


Contrary to the ideas held by some government economists 
in Washington, we are convinced that what is needed to obtain 
greater economic strength in Latin America is not so much 
economic integration as a satisfactory response to the funda- 
mental challenge from within the different Latin American 
societies. Falsely, this fundamental challenge is looked upon 
as largely economic, but it is far more complex than that. 
Its solution will not depend primarily upon economics, but 
upon the accumulated reserves of the cultural and religious 
traditions of those peoples. As a tool of analysis, economic 
theory has its important place. But decisive economic change 
will not wait upon it any more in Latin America than else- 
where. Causation is a very much bigger and more prob- 
lematical thing than theoretical analysis; it is in fact, if one 
is prepared to learn from history, independent of theoretical 
notions. After all, if theory were vital to growth one must 
wonder how it came about that so very much economic de- 
velopment did take place in the world in the nineteenth century 
independent of theoretical nections. This is where an historian 
of the economic process does not have to be an economic 
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determinist. Even in dealing with economics, development 
(something dependent upon the interaction of total forces 
within a society and something which might mean the corrup- 
tion of something else ) is often confused with growth ( which, 
despite contemporary furor, is a relatively unimportant sta- 
tistical concept ). 


We submit that what is emerging in Latin America is a 
qualitative new order, not a quantitative expression and ex- 
tension of the nineteenth century Industrial Revolution. How 
that order will develop we do not know; and despite the grow- 
ing art of “long-term forecasting,” that is all we do know for 
certain. Economic change certainly won’t come because some- 
one has proved theoretically that it would be better for all 
concerned if it did. In any event, the real economic world will 
carry on under laws indifferent to our forecasting. One is 
certainly not likely to understand what is happening if it is 
assumed that Latin America’s future must be created in the 
image of the United States. We are convinced, that the more 
universal and absolute the theories on Latin American de- 
velopment, the more likely they will be wrong. When Western 
physicists seek refuge from talk of objective knowledge by 
introducing relativity and complementarity it behooves eco- 
nomists not to be dogmatic. The United States badly needs 
economists who, in their traditional role, will remind us of 
unpleasant economic truths — a difficult role for those who 
claim to be the children of the Enlightenment. When one is 
rich it is doubly difficult to understand why other people are 
poor. 


All of which is not meant to advocate a passive attitude 
or isolationism, or race superiority, or selfishness, or apathy, 
but purposive action based on an intelligent understanding of 
the depth of the problems that confront us. Nor is it our 
intention that we should oscillate from underestimating prob- 
lems to overestimating them. Few of us are not moved by 
the vision and the hope of a united Latin America stretching 
from the Rio Grande to Cape Horn. No one doubts that there 
is a long-term sound purpose for some of the aims of E.C.L.A. 
and L.A.F.T.A. Within limits, a degree of integration is feasi- 
ble; but it will take time and will. And it can never occupy 
the role which its present advocates ascribe to it. 
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We realize that we shall not escape the charge of having 
been negative in this paper. We can only answer that unless 
the foreign economic policy of the United States towards 
Latin American economic integration undergoes a complete 
reassessment of commitments away from present idealistic, 
universal solutions, it will result in bitter disillusionment. It 
is our belief that such a reassessment cannot be made with- 
out taking account of the following points: 


1. Regardless of American generosity and goodwill, the 
problem of the economic development of Latin America is too 
vast and too complex for the action of the United States gov- 
ernment to have anything but the slightest effect upon it. 


2. The troubles and the difficulties of the Latin American 
people are not to be understood in a purely economic context 

nor for that matter, in a purely political or social context. 
Even an intellectual understanding can only take us part way 
to our goal. The forces that are crucial in Latin America to- 
day are emotional forces. It might be a more peaceful world 
if Latin America becomes economically better off. But it is 
wrong to treat assumptions as facts. 


3. Not only does the United States harbor illusions about 
its role in Latin American development; more specifically, it 
harbors illusions about the role of integration in Latin Amer- 
ica’s future. For the United States government to make the 
economic integration of Latin America a major goal of United 
States foreign policy is to deal with the periphery of the prob- 
lem of Latin American development. The core of the problem 
lies in the individual countries even more so in the mental 
outlook of the different peoples — not in grandiose schemes 
for integration. In history, grandiose schemes have often 
melted into nothingness 


4. What is needed in United States policy towards Latin 
America is a shift in emphasis away from universal, idealistic 
solutions towards indigenous economics. 


5. Especially should American economists stop claiming 
universal validity for industrialization as the key to economic 
development. Economically and _ socially, industrialization 
cannot be considered outside the particular conditions of the 
country concerned. 
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6. Because economists do wrongly claim universal validity 
for industrialization, hopes for the expansion of the internal 
and external trade of Latin America, especially in industrial 
products (as a result of economic integration ), are unrealistic. 

Perhaps the most ominous and regrettable thing about the 
literature dealing with the economic integration of Latin 
America is that its authors have lost sight of man. Much is 
possible in economics, as in aught else, if we deny freedom. 
The worship of a totemistic device called G.N.P. and economic 
efficiency, as well as the increasingly implausible attempts to 
confine economics to means and disregard ends, has blinded 
some economists to the human context of economic activity 
and the relation of economics to the whole. Instinctively, the 
laboring people of most lands are aware, even more than 
the intellectuals who try to guide them, that forced, rapid 
economic development cannot be divorced from human sacri- 
fice and social disorder. If economic efficiency is the goal of 
those United States economists (or their progeny abroad ) 
who advise Latin American countries, we can understand 
why the leaders of some Latin American nations take advice, 


impartially, from Peking, Moscow, or Washington. 
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In the history of university student politics in Brazil, various 
issues of the times have tended to shape the political views 
of the politically-active segment of the university student popu- 
lation. Slavery and imperial rule in nineteenth-century Brazil 
were the issues which served to spark the abolitionist and 
republican sentiments of the students in that era.’ In the 
late thirties and early forties of this century, the Vargas dicta- 
torship and the Second World War fostered student concern 
for redemocratization and defense of the country. And, like- 
wise, in contemporary Brazil the problems of modernization 
and the issues created by the atmosphere of a predominantly 
bi-polar international political system have elicited strong 
reactions from Brazilian university students.? In the throes 
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of the developmental process, Brazilian students seek rapid 
economic, social, and political modernization for their nation. 
Although several rather narrowly defined ideologies provide 
foundations for the different factions within the National 
Union of Students (UNE)* and the other student organiza- 
tions, all of the basic issues which tend to shape student politi- 
cal views in contemporary Brazil may be related to a student 
ideology of nationalism. 


Nationalism as ideology. ‘Nationalism as ideology” has 
been described by Kalman Silvert as “those express bodies of 
political thought concerning what the nation was, is, and ought 
to be, and the means to be employed for seeking national goals 
and for discriminating between state power and individual 
rights.”' In Brazil, the university students and the entire 
intellectual elite are well aware of the nation’s history and its 
present state of development. Moreover, cognizant of the 
size and potential power of their large country, they envision 
Brazil gradually taking its place among the great powers of 
the world. Yet they also realize that in order for Brazil to 
reach its “destiny” a great number of domestic changes are 
necessary; and the students and other intellectuals are extreme- 
ly willing to prescribe the remedies to bring about these 
changes. Above all, as Frank Bonilla has pointed out, for 
“the moment, in Brazil, the core objective of nationalism is 
economic development . . . Nationalist theorizing is thus com- 
mitted to and draws its chief strength from the idea of achiev- 
ing rapid economic development within a framework that 
would place effective control over the nation’s wealth and pro- 
ductive apparatus in the hands of Brazilians.’ In addition, 
the nationalist ideology among university students has also 
placed a great deal of emphasis on basic reforms of the exist- 
ing economic, social, and political structure within the nation. 
Moreover, it has elicited from them a re-examination of Brazil- 






























3 Although UNE was legally abolished by the military government 
in 1964, it remains very much alive at the margin of the law and is 
still a dominant force in the student movement. 


4 Kalman Silvert, ed., Expectant Peoples: Nationalism and Develop- 
ment (New York: Random House, 1963), p. 18. 


5 Frank Bonilla, ‘““A National Ideology for Development: Brazil,” in 
K. H. Silvert, Expectant Peoples, p. 240. 
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ian culture and a redefinition of the traditional movement for 
University Reform. 


Economic Nationalism. Economic nationalism among uni- 
versity students in contemporary Brazil stems back to the 
early forties when UNE was a strong supporter of the estab- 
lishment of a national iron and steel industry. After the crea- 
tion of the Volta Redonda iron and steel complex during the 
Second World War, UNE and other student organizations 
enthusiastically joined in the campaign for Petrobras (the 
government monopoly for the exploitation of petroleum re- 
sources ) in the first decade of the post-war period; and once 
Petrobras was established, they fervently “defended” it from 
both domestic and foreign ‘‘enemies.”’ By the mid-fifties the 
students began reacting against foreign investments in Brazil; 
they especially attacked the high rate of profit remittances 
of foreign firms operating within the nation. In the 1956 
bonde (streetcar) strike, students assailed the Canadian- 
owned transit system in Rio for its increase in fares. However, 
the brunt of the student onslaught against foreign capital was 
against United States companies operating in Brazil. Not 
only were there far more American enterprises in Brazil than 
firms from any other single foreign country; but also, as al- 
most always, the “Colossus of the North” was a convenient 
scapegoat to arouse sentiments among students.° Stepped-up 
nationalist and Marxist criticism of the “monopolistic” prac- 
tices and “exploitative” policies of the American “trusts” en- 
couraged students to call for much stricter government regu- 
lation of these firms and, in some cases, to urge that they 
be nationalized. 


By the time of the inauguration of Janio Quadros in 1961, 
Brazilian university students were avidly reading the rapidly 
increasing number of volumes of nationalist literature. A 
large group of students attended a series of special classes 
offered by ISEB ( Higher Institute for Brazilian Studies ), which 
by this time had become ultra-nationalist and very far to the 
Left (“Communist” in the eyes of many Brazilians). Mean- 


6 See William B. Dale, Brazil: Factors Affecting Foreign Investment 
(Menlo Park: International Industrial Development Center, Stanford 
Research Institute, 1958) and Werner Haas, Foreign Investments in 
Brazil, (Sao Paulo: Werner Haas, 1960). 
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while, Petrobras continued as the revered symbol of economic 
nationalism. In the ensuing year the nationalism espoused 
by the student leaders became more and more radical. With 
the resignation of Janio Quadros, the new Goulart regime, and 
the increase in propaganda from Cuba, student attitudes to- 
ward the United States hardened. Although the naturally 
extroverted young Brazilians still could be the best of friends 
with Americans on personal bases and could admire charis- 
matic personalities such as President Kennedy, the United 
States in a more abstract form became a symbol of “anti- 
nationalism.” The United States Department of State, the 
Alliance for Progress, and American investment began to be 
viewed as tools with which the “capitalists” and “imperialists” 
of the United States dominated Brazil and from which Brazil 
had to be liberated. Moreover, the general tendency among 
Brazilian students to think of issues in global, absolute, 
“either-or” terms helped lead them to a polarized nationalist 


position which gradually became more radical, leftist, and 
revolutionary. 


In early 1962 the Metropolitan Union of Students (UME) 
in Rio editorialized in its journal O Metropolitano that the 
Alliance for Progress was an “alliance for aggression.” In 
addition, it stated that the “great merit of the Cuban Revolu- 
tion has been, without doubt, . . . the liberation from North 
American tutelage, both nationally and _ internationally.” 
UME suggested that from Cuba, Brazil now had good examples 
of “nationalization of foreign enterprise,” ‘effective democ- 
racy,” “a profound reformation of the economic and social 
structure,” and “revision of teaching and education, envision- 
ing the flowering of an authentic culture and political matur- 
ing of the masses.”® At the beginning of the chaotic UNE 
Congress in July, 1962, Governor Leonel Brizola urged stu- 
dents not to be against the United States or the American peo- 


ple “but against a second American government actually in- 
stalled in Wall Street.’ 


In early 1963, UNE continued its crusade against “North 
American economic groups,” “Brazil as a colony,” and the new 


® UME, O Metropolitano, January 27, 1962. 
10 Correio da Manha, July 17, 1962. 
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“lobster war” with the French; it summoned all students to 
join in a position of “struggle,” together with urban and rural 
workers, for “national liberation” from “foreign imperialists,” 
and, now, even “national enemies,” such as the large land- 
holders (latifunddrios).1‘ Indeed, by late 1963 and early 
1964, economic nationalism combined with nationalist 
ideology for reforms, radical concepts of University Reform, 
and pro-Castro propaganda, had aroused student leaders to 
speak more in terms of “revolution” to gain “emancipation” 
from foreign economic controls. And although in the Brazilian 
context the term “revolution” still had connotations of “by 
peaceful means,” there was a gradually increasing emphasis 
among student groups of the possible necessity of “violence,” 
like that of Fidel Castro in Cuba or the F.A.L.N. in Venezuela, 
for a truly effective national “revolution.” Needless to say, 
after the military takeover in April, 1964, this radical and 
nationalistic zeal of the university students became extremely 
quiescent, but it did not disappear. An overwhelming ma- 
jority of students looked upon Castelo Branco’s military regime 
and the subsequent Costa e Silva government not as a “revolu- 
tion” in Brazil, but rather as “reaction” to the growing leftist, 
nationalist, and “anti-Yanqui’’ movement in progress prior 
to the ouster of Goulart. 


Within the student movement, then, the economic national- 
ism not only appeared to be one significant expression of stu- 
dent political views but also has provided a basic ideology for 
student action toward fostering economic development which 
would place control of productive capital in Brazilian hands. 
It was a rallying point for gradual politicization and radicaliza- 
tion of the student movement as represented by UNE prior 
to 1964 and remains an important element in student political 
ideology. 


Nationalism as Reformism. Beyond being an expression of 
concern for economic development, the nationalism among 
university students in recent years has also reflected their con- 
cern for basic reforms in the existing political and social struc- 
ture of Brazil. Although most of the reformist zeal among 


11 UNE, Movimento (March, 1963), p. 2. The “lobster war’ refers 
to the Brazilian-French dispute over lobster fishing off the Brazilian 
coast. 
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students in the postwar period has been concentrated on edu- 
cational reforms, particularly University Reform, UNE and 
other student organizations began to take an increasing inter- 
est in “basic reforms” (reformas de base). In the late fifties 
and early sixties as the student movement became more 
politicized and radicalized, radical reformism became very 
much a part of the “national interest” and, combined with the 
increasingly xenophobic economic nationalism, contributed 
to the growing demands for “revolution.” 


Brazilian students have always been reform-oriented; but in 
the early post-war period, they paid relatively little attention 
to basic structural reform within the nation. In 1950, one of 
the basic principles of UNE was to “look after the prosperity 
of the Nation and the well-being of the people’; but with the 
exception of great student concern for Petrobras, student 
activities were almost entirely confined to educational prob- 
lems.** 


During the Kubitschek administration (1956-1961), a grow- 
ing awareness of the needs for major reforms became asso- 
ciated with nationalist ideology. When students began being 
drawn closer to labor groups and joined with them in protest- 
ing the rising cost of living, they also became more aware of 
the problems of the salaried workers. By 1958 Brazilian in- 
tellectuals had laid much of the ideological groundwork for 
nationalism in the official study group, ISEB, and in an un- 
official nationalist intellectual journal, Revista Brasiliense; but 
Hélio Jaguaribe’s important book on nationalism published 
by ISEB in 1958 did not touch on domestic reforms.’* The 
Revista Brasiliense in Sao Paulo, together with a weekly Rio 
newspaper O Semindrio, had published several articles on the 
need for basic reforms. However, it was not until the flood 
of nationalist literature which reached the bookstalls in 1959- 
1960 and the following years that the issues of basic reforms 
permeated the nationalist propaganda and began to be adopted 
by student activists. 


At the 1959 UNE Congress, among UNE’s declared prin- 





12 See UNE, Relatério, 1950-1951. 


183 See Hélio Jaguaribe, O nacionalismo na atualidade brasileira (Rio 
de Janeiro: ISEB, 1958) and Bonilla, “A National Ideology. .. .” 
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ciples were now included agrarian reform, an independent 
foreign policy, diplomatic relations and student exchanges 
with all countries, and an improved alliance between students 
and workers. The newly elected president of UNE declared 
that he supported a “revolutionary nationalism.” In the fol- 
lowing year, ISEB published Alvaro Vieira Pinto’s Conscience 
and National Reality in which the author, UNE’s nationalist 
mentor, laid out his principles for a nationalist policy; they 
included: “the growing participation of the masses in the 
political process’; “repression of foreign private capital”: 
“humanization of the existence of the popular masses”; “a 
state monopoly of basic economic factors”; “agrarian reform”; 
“popular education and culture”; and “international solidarity 
with all nations in the struggle for political and economic 
liberation.”'' These principles of a “nationalist policy,” to- 
gether with polemical literature, provided clear guidelines 
for an enthusiastic interest in basic reforms among university 
students. In 1961, UNE, together with the state student or- 
ganizations, began to sponsor a series of regional meetings 
and seminars to study fundamental regional and national 
problems and draw up student suggestions for basic reforms. 


By early 1962 nationalist student reformers summoned 
their colleagues to do more than make noise; they urged their 
fellow students to join with other groups to make themselves 
heard and more powerful. Student leaders stepped up their 
demands for agrarian reforms including land redistribu- 
tion, a better standard of living for peasants, and improved 
agricultural production; they called for “urban reform” with 
better education, food, and housing for the favelados (slum 
dwellers). With the aid of greater federal subsidies, UNE 
took the initiative of becoming its own disseminator of na- 
tionalist and reformist propaganda with the creation of its 
own University Press. 


The radical reformism advocated by UNE and most other 
student organizations at the beginning of 1963 was clearly 
expressed in the manifesto of the Popular Mobilization Front 
of which UNE was a member: 


14Alvaro Vieira Pinto, Consciéncia e realidade nacional, 2 vols. (Rio 
de Janeiro: ISEB, 1960), vol. 2, pp. 453-518. 
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The country is paralyzed in its development. There 
is a crisis of food, schools, hospitals, energy, trans- 
portation and communications, and, ultimately, of 
all the goods and services essential to the life of the 
people. The privileged classes now seek to delay 
realization of basic reforms on which the progress 
and autonomous development of the nation depends. 
. . . In order to complete the fundamental task, we 
convoke all the popular forces of Brazil. The hour 
has come for the organization for the struggle for 
reforms, the defense of democratic liberties, the con- 
quest of better living conditions, and the relentless 
battle against exploitation.’ 


In May, 1963, UNE sponsored the National Seminar on 
Basic Reforms held in Goiania; the main themes of the Semi- 
nar were agrarian, urban, bank, tax, juridical, constitutional, 
and electoral reforms. 


Prior to April, 1964, nationalism among universary stu- 
dents clearly implied a need for basic reforms; and, together 
with economic nationalism, the nationalist spirit for reforms 
served to consolidate the radical student elements which ad- 
vocated revolutionary changes in the nation. Following the 
April coup, although students throughout the nation continued 
with their demands for reforms, few were easily sold on the 
intentions of a military regime. The eyes of university stu- 
dents for all practical purposes were almost blind when it 
came to perceiving any accomplishments toward basic reforms 
of the Castelo Branco and Costa e Silva governments, for the 
student population could see their administrations only as 
non-democratic military dictatorships which had not been 
directly-elected by the people. 


Cultural Nationalism. Cultural nationalism provides an ad- 
ditional example of the manner in which nationalism has 
served as an ideology for student political action in con- 
temporary Brazil. Its major expression was in the movement 
for “popular culture” sponsored by university students and 
other groups prior to the April “revolution.” Although an 
early cultural nationalism was expressed by Brazilian intel- 


15 UNE, Relatério, 1962-1963. 
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lectuals in the literary and artistic movement of ‘“‘Modernism” 
beginning in 1922, the more recent Brazilian student interest 
in their own “popular culture” may be traced to Brazilian 
nationalist philosophers like Alvaro Vieira Pinto. 


Defining exactly. what “popular culture” has meant to young 
Brazilian nationalists is a somewhat difficult task, for the term 
includes a special approach to art, theater, literature, films, 
music, folklore, etc. One student group defined popular culture 
as a culture “to be opposed to the type of culture which serves 
only the dominant class” and ‘fa movement which elaborates 
with the people (and not for the people) a free and authentic 
culture.”"® The president of UNE for 1963-1964 stated that 
“popular culture is the struggle for national liberation against 
the ornamental, middle-class culture, which is divorced from 
reality and bestows on the people a reality that does not be- 
long to them.”"* At the “First National Conference on Alpha- 


betization and Popular Culture” held in Recife in September, 
1963, co-sponsored by Minister of Education Paulo de Tarso 
and Pernambuco’s Governor Migual Arraes, and attended by 


actors, educators, social workers, and a great many students 
from different parts of the nation, the leftist governor of 
Pernambuco explained the purposes of popular culture: 
“Movements of popular cultures are necessary in order to 
integrate the people more and more into the democratic 
process. We deny that these movements are subversive, but 
do not deny that they are revolutionary. It is by popular culture 
that there will be constituted a more humane and fraternal 
society with more knowledge and confidence in the future.’’** 

Popular culture also implies a desire to do away with the 
impact of foreign cultures on Brazilian society. As elaborated 
by numerous radical student “philosophers,” Brazilians are 
alienated from their own true culture and forced to accept 
the cultures of France, England, the United States, and other 
nations. This alienation is reflected in the books they read, 
the art they see, the music they hear, and the movies and 
television they watch; it has imposed upon them from the 


16CPC, Belo Horizonte, Relatério (Recife: Movimento de Cultura 
Popular, 1963, mimeographed), p. 3. 


17 Ultima Hora-Nordeste (Recife), September 17, 1963. 
18 Jornal do Commeércio (Recife), September 17, 1963. 
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outside and forces them to abandon the cultural elements of 
the “real” Brazil. 


Consequently, young nationalists glorify the popular culture 
of the Brazilian masses — the samba and other carnaval 
rhythms in music, the messianic and bandit heroes of the 
backlands in literature and films, the dances of the Afro- 
Christian religious cults like xang6, macumba, and candombleé, 
the folk art and crafts of the peasants such as clay sculpture, 
“seed” jewelry, and straw weavings. This is popular culture, 
the culture of the people (0 povo), the folk culture of half of 
the Brazilian population which is illiterate and living at a 
subsistence level. For some idealistic students it represents 
the true Brazilian culture untouched by foreign influences 
and the culture of most of the Brazilian population. Foreign 
literature and films, especially American novels and movies, 
then become the bad influences of “foreign imperialists”; for 
they not only foster an alien culture within the nation, but 
also “suck” out profits in the form of royalties as do foreign 
investors.’ In order to eliminate unhealthy foreign cultural 
influences and help all Brazilians to better understand their 
own culture, university students joined in the movement to 
promote popular culture.*° 


UNE initiated its Popular Centers of Culture (CPC’s) in 
late 1961. In these centers, groups of students and young 
actors put on skits and plays for the poor and illiterate. The 
young nationalists used folkloric themes and popular heroes 
and villains to point out to favelados and peasants how miser- 
able their living conditions were and how they should take 
action to improve them. Traveling around to the poor neigh- 
borhoods in the city and visiting small towns in the country- 
side, students, young actors, and other political activists of 
the CPC’s filled their performances with messages of “anti- 
Yankeeism” and other propaganda to politicize their audiences. 
In expressing their belief in the need for “revolutionary” 
change in Brazil, the CPC’s tried to show the lower income 
groups that they too were part of Brazilian society, had the 


19 See, for example, the popular booklet by Paulo Guilherme Martins: 
Um dia na vida do brasilino, 7a Edicao (Sao Paulo: Editéa Brasiliense, 
[1964?]). 


20 Nevertheless, nearly all Brazilian students still throng to Holly- 
wood movies and listen to American records. 
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same rights as other Brazilians, and could make demands to 
improve their situation in life. Although the CPC’s allegedly 
received strong Communist backing, most students felt that 
the only way in which both the rural and the urban poor 
could improve their lot would be through their political 
awakening and drastic changes in the social, political, and 
economic structure of the nation as advocated by the CPC’s. 


In addition to politicizing the masses, the CPC’s also sought 
to awaken the privileged classes to the misery surrounding 
them. The CPC of UNE cut a witty phonograph record, “The 
Song of Underdevelopment,” and it commissioned plays such 
as “There Is No Imperialism in Brazil,” “Uncle Sam,” and 
“Brazilian Version of Brazil,” all clever, sarcastic, and na- 
tionalistic pieces. The CPC play “Act of the 99% ” emphasized 
the privilege of a university education; one of those who 
originally begin their education enter a faculty, the 99 per 
cent suffer misfortune. UNE also produced the film ‘Five 
Times Favela’ which supposedly revealed the “Brazilian 
reality” (realidade brasileira) and allegedly cost Cr$2,600,000 
(about $5,000) to make. 


Prior to April, 1964, CPC’s were sponsored by various stu- 
dent organizations in Sao Paulo, Rio, Belo Horizonte, Salvador, 
and Recife.** And throughout the country students were be- 
coming more interested in popular culture and its value for 
politicization of both the classes and the masses. Although 
the university sector had no monopoly over these facets of 
cultural nationalism, it did play an important role in the pro- 
motion of a “national awakening” to the “Brazilian reality.” 
Moreover, this cultural aspect of nationalism complemented 
the overall nationalist incentives for political action among 
university students; it was a significant expression of the 
political views of most politically active students. 


Nationalism and University Reform. Generally speaking, 
the student campaigns for University Reform in post-war 
Brazil have been restricted to seeking alterations or improve- 
ments in the educational sector. Through strikes and demon- 
strations, the university students have been able to draw 


21In Recife, the CPC was actually part of the Movement of Popular 
Culture (MCP), a campaign for political awareness and political sup- 
port run by the backers of leftist Governor Miguel Arraes; numerous 
students were active in the MCP. 
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public attention to the backwardness and inadequacies of the 
contemporary faculties and universities. They repeatedly have 
called for greater federal expenditures for improved classrooms 
and modern laboratory equipment. They have objected to 
the methods of teaching, the inflexible curriculums, and the 
system of examinations which test only a student’s capacity 
to memorize. The students have opposed the cdtedra system 
which provides lifetime tenure for full professors. In several 
cases, student academic strikes have precipitated the resigna- 
tion of the director of a faculty or have influenced a decision 
to retain a popular teacher. In addition to promoting these 
educational aspects of reform, students have been instru- 
mental in organizing and maintaining special student facilities. 
These include low-cost student housing, inexpensive student 
restaurants, student health centers, special barbershops, and 
book exchanges. These special assistance facilities for stu- 
dents have usually been subsidized by the state and federal 
governments through the educational institutions. 


According to the ‘classical’? Latin American doctrine of 
University Reform from the Argentine Cordoba Manifesto, 
elaborated over fifty years ago, a key element in the move- 
ment for reform was student participation on the government 
of the university.** In Brazil, where the University Reform 
movement has never gained the momentum it has had in 
the Spanish-American countries, students have had nominal 
representation on the university council since 1931; and until 
very recent years, there has been little interest in genuine 
student participation in the administration of the universities. 
However, in the period of intense nationalism and reformism 
from early 1960 to early 1964, student leaders began calling 
for co-government (co-govérno ) or one-third student represen- 
tation on the congregation of professors which administers 
each faculty. The students considered that if they could gain 
one-third representation on the faculty congregations, they 
would be able to reorganize and modernize the anachonistic 
system of higher education. But in addition to providing a 
basis for reorganization of the university, the recent student 


22For a discussion of the University Reform movement in Latin 
America, see Gabriel del Mazo, ed. La reforma universitaria, Second 
Edition (3 vols.; La Plata, Argentina: Centro Estudiantes de Ingenieria, 
1941) and University Reform in Latin America, Analyses and Docu- 
ments (Leiden, Netherlands: International Student Conference, n.d.). 
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demands for University Reform also assumed connotations 
for student political action. 


At the UNE-sponsored First Latin American Congress on 
Reform and Democratization of Higher Education held at 
Bahia in June, 1960, UNE became familiar with neo- 
reformista position or the “new” interpretation of University 
Reform.** The new thesis suggested that there could never 
be a truly democratic university without prior democratization 
of society; therefore, there could be no educational “revolu- 
tion” within a nation without a complete national transforma- 
tion. In a series of three national seminars on University 
Reform over the next three years, UNE adopted and refined 
the neo-reformista position.** UNE’s mentor, ultra-nationalist 
Alvaro Vieira Pinto, provided the real “bible” for the new 
Brazilian approach to University Reform in his Marxist work, 
The Question of the University.*? The book was the first to 
be published by UNE’s own publishing house, University Press 
(Editéra Universitaria); and it commemorated the twenty- 
fifth anniversary of the national student organization. In 
redefining the concept of University Reform, UNE recognized 
that, in the past, student claims for educational reforms and 
student political struggles had always been separated; how- 
ever, a re-examination of the problem of democratizing and 
reforming the university indicated that true University Re- 
form was part of the greater nationalist struggle. Conse- 
quently, “the struggle for University Reform” became “a popu- 
lar struggle” signifying “not only a struggle of the students 
but also one of all the popular forces: and “that struggling 
toward it, the student is not struggling only for his own inter- 
ests but is participating in the much greater struggle for the 
liberation of the people.”’ Moreover, to 


say that University Reform is a specific struggle of 
the university student is to say that it is his manner 
of becoming conscious of the general problems of 
Brazilian society and of being introduced to the 
greater problems of social transformation; of being 


23 See Joseph Love, ‘““Neo-Reformism in the Argentine Student Move- 
ment,” in David Spencer, ed., Student Politics in Latin America (Phila- 
delphia: U. S. National Student Association, 1965), pp. 222-230. 

24 Held in Bahia (1961), Curitiba (1992), and Belo Horizonte (1963). 

25 Alvaro Vieira Pinto, A questdo da universidade (Rio de Janeiro: 
Editéra Universitaria, 1962). 
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politicized; to organize and gather together forces 
for the higher stages of the popular struggle.’ 
Besides being a concept for purely educational reform, the 
idea of University Reform had become an additional rationale 
for nationalist student political action. The only major at- 
tempt to use the new concept of University Reform was in 
the unsuccessful strike for one-third representation on the 
faculty congregations called by UNE in mid-1962. Although 
the highly publicized strike disrupted classes for over two 
months, postponed examination schedules, and influenced 
the resignation of two Ministers of Education, it failed to 
obtain its major objective and gained only token student rep- 
resentation on the university councils. Moreover, the dura- 
tion of the strike and the militancy of UNE on the reform 
issue brought increased criticism of the national student lead- 
ership from UNE’s opponents. Nevertheless, UNE continued 
to emphasize the importance of University Reform as part of 
its overall campaign for basic reforms both prior to and fol- 
lowing the advent of the present military government. 


Conclusion. In brief conclusion, there are four important 
dimensions to the ideology of nationalism prevalent in the 
Brazilian university student movement. These include the 
economic, reformist, cultural, and educational dimensions. 
Although all of these elements of nationalism are not attractive 
to all of the students, most of the student population is con- 
cerned with one or more of them. Taken together, they rep- 
resent the preponderant political views of the active and 
articulate segment of the students; and they have tended to 
provide a core ideology of what one Brazilian student leader 
called revolutionary nationalism, i.e., a nationalism which 
advocates a radical transformation of the social, economic, 
and political system. With the students adopting such a fer- 
vent ideological position, it is not difficult to envisage how 
the student movement tended to become radicalized and seek 
revolutionary change in Brazil prior to the 1964 military take- 
over. Moreover, since then, although the political climate 
has stifled most student articulation of extremist nationalist 
views, this fervent nationalism has continued to be the domi- 
nant ideology in the Brazilian student movement. 


26 UNE, Luta atual pela reforma universitdria (Rio de Janeiro: UNE, 
1963), pp. 12, 22. 
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